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FIELD OPERATIONS OF THE SMALL DEFENSE PLANTS 
ADMINISTRATION 


SATURDAY, JULY 12, 1952 


House or RepresentTATIves, 
Suscommitrer No. 1 oF THE 
Setecr Commiurres To Conpucr a Stupy AnD 
INVESTIGATION OF THE PRroBLEMS OF SMALL Business, 
Boise, Idaho. 

The subcommittee met, pursuant to notice, at 9:30 a. m. at the 
Hotel Boise, Representative Mike Mansfield (chairman of the sub- 
committee) presiding. 

Present: Representative Mansfield. 

Also present: Victor P. Dalmas, executive director, and Jeremiah 
T. Riley, counsel of the committee. 

Mr. Mansrrevp. The meeting of Subcommittee No. 1 of the House 
Small Business Committee will come to order. 

The House Small Business Committee is more than glad to have 
the opportunity to hold a hearing in the city of Boise, the beautiful 
capital of the State of Idaho. The committee is greatly indebted to 
Mr. W. H. Reller of the W. H. Reller Co. for his valuable assistance in 
arranging this hearing. The committee has had long and pleasant 
contact with Mr. Reller, and it is through his good auspices that it is 
represented here today. 

As you know, Hon. Wright Patman, of Texas, is chairman and 
Hon. Charles A. Halleck, of Indiana, the ranking minority member 
of the House Small Business Committee. They are the only members 
of the committee who are not members of this subcommittee. Never- 
theless, they attend many of our hearings. Although they are not 
with us today, we want the record to show that they were among the 
strongest advocates of the establishment of the Small Defense Plants 
Administration and continuously devote much tine and energy to the 
consideration of legislation and other matters affecting small abe 

This hearing in Boise is part of the committee’s efforts to deal 
with the problems of small business related to the national emergency. 
Last year, Subcommittee No. 1, of which I am chairman, held 31 hear- 
ings in 29 cities in 23 States. At that time materials shortages and 
defense contracts were foremost in the minds of the witnesses who 
appeared before our subcommittee. Running a close second were the 
problems described to the subcommittee on financing, credit controls, 
wage and price controls, taxes, and a variety of other subjects. 

The inescapable conclusion of these hearings was that the problems 
of small business had been intensified by the mobilization program. 
It was apparent that some assurance was needed that small business 
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would not be required to shoulder undue burdens or to sustain wide- 
spread injury in this critical period. Out of these hearings grew a 
tremendous demand ‘hat small business be represented in the Na- 
tion’s capital by its own independent agency. In recognition of this 
need, the committee s aa an amendment to the Defense Produc- 
tion Act which would set up such a small-business agency. At the 
same time, the committee submitted to the House the record of its field 
hearings—convincing proof that something needed to be done to 
protect the interests of small business, and done quickly. 

The result was the establishment of the Small Defense Plants Ad- 
ministration by a unanimous vote in the House of Representatives and 
by an overwhelming majority in the Senate. This agency has been in 
existence since the Ist of November and has progressed to the point of 
setting up offices in 13 regions throughout the Nation. It has been 
the belief of this committee that the agency cannot make its greatest 
contribution to the solution of small-business problems without this 
network of field offices providing one-stop assistance for any small- 
business man. 

The committee, having sponsored the legislation creating the agency, 
recognizes its responsibility in keeping a close watch over its opera- 
tions. One of the main purposes of the present series of hearings is to 
analyze the field operations of SDPA and to evaluate the worth and 
effectiveness of its entire program. Another equally important ob- 
jective is to obtain a realistic picture of the actual difficulties facing 
small-business men at the present time. Here in Boise, as in other 
—_ where hearings will be held, we welcome the aoenenee to 

ear any small-business man who has a problem which needs to be 
solved or who has observations or suggestions which will be of assis- 
tance to the committee in carrying on its activities. 

This is an open public hearing and all are welcome. In keepin 
with our practice, we have invited representatives of various F’ ues 
agencies who may be of assistance either on individual problems which 
may come up at this hearing or on general problems which need to be 
brought to the attention of the heads of the agencies in Washington. 
At this point I wish to introduce those who are associated with the 
subcommittee in these hearings. 

Before I do that, though, I would like to introduce Mr. Dalmas, the 
executive director of the House Small Business Committee, on my 
“— ; and Mr. Jeremiah Riley, who is the counsel of the committee. 

r. Dalmas, will you introduce the representatives of the various 
Government agencies who are here? 

Mr. Damas. Mr. Chairman, to the left over there—I do not know 
them all—is Mr. Leo McCormick, Assistant Director of the Office of 
Price Stabilization; and we have Colonel Bernice C. Philipps of the 
Office of Small Business of the Munitions Board; and Mr. Allan Wil- 
lard, Regional Director of the Small Defense Plants Administration. 

I know that we have other representatives here and I am going to 
ask them to introduce themselves, if they will, Mr. Chairman. 

(The following Government representatives introduced themselves: 
Ralph Wienshienk, associate general counsel, SDPA; Walter J. 
O’Donnell, Director, Office of Small Business, RFC; Allan Willard, 
regional director, SDPA; R. S. Palmer, DMPA; and Harry Yost, 
district director, OPS.) 
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Mr. Mansrtevp. Thank you, Mr. Dalmas. 
Now, I hope it is clearly understood that this committee is not out 
here, for instance, to award contracts but is here to find out what the 
problems are. We want to try to help you to the best of our ability 
and, if possible, to help you right on the spot. That is why we have 
these representatives of the various Government agencies here. 

I would also like to express this committee’s thanks to Governor 
Len B. Jordan of Idaho who has been very interested in having this 
committee come here to hold this hearing and who on occasions dur- 
ing the past year has contacted the chairman of the committee as 
well as various members of its staff. 

The first witness will be Mr. Haroldson, who is representing Gov- 
ernor Jordan. Mr. Haroldson, will you come up here, please? 


STATEMENT OF EARL HAROLDSON, ON BEHALF OF HON. LEN B. 
JORDAN, GOVERNOR OF THE STATE OF IDAHO 


Mr. Haroupson. Governor Jordan is out of the State, Mr. Chair- 
man. Leonard Wood, his executive secretary, on behalf of the Gov- 
ernor, welcomes your committee to the State of Idaho and wishes you 
a most successful meeting. 

The Governor hopes that some constructive work might come from 
this meeting and similar meetings to aid our small businesses. All of 
our businesses in Idaho are small. 

The Governor wishes to extend to your committee a welcome, to 
use his offices in any way that you can, to help you in your work. 

Leonard Wood is extremely sorry that he could not be here because 
of being in the office alone due to the absence of the Governor. 

Mr. MaAnsrFrievp. Thank you, Mr. Haroldson. The committee ap- 
preciates those sentiments. 

The committee also wishes to state that it is sorry that the distin- 
guished Congressman from this district, Congressman Hamer H. 
Budge, and Idaho’s two distinguished Senators, Senators Welker and 
Dworshak, are not here today because, were they here, we would be 
delighted to have them participate in the activities of this committee 
at this time. 

Our next witness will be Mr. Paul Nash, assistant manager of the 
Idaho State Chamber of Commerce. Mr. Nash. 


STATEMENT OF PAUL NASH, ASSISTANT MANAGER, IDAHO 
STATE CHAMBER OF COMMERCE 


Mr. Nasu. Mr. Chairman, following receipt of the notice that the 
committee would hold a hearing here, we had a meeting with our local 
committee and accepted the responsibility of getting out letters to the 
various chambers of commerce throughout the State, advising them 
of the nature of the meeting and inviting them to be present; also 
to contact their members and tell them that if they desired to make 
any statements or to make any complaints, in connection with your 
hearing, to make arrangements to do so and to contact us if they 
wanted us to make arrangements for them to appear at the hearing. 

Now, we have not had any direct response. I have not seen any- 
one from the chambers throughout the State. That leaves the im- 


qo ee 












2846 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


pression, perhaps, that they have not any complaints at all that they 
want to make and perhaps no suggestions. However, I think there 
are a number of local witnesses who will make presentations and per- 
haps certain suggestions on their behalf. No doubt those will be 
presentations on behalf of industry groups. 

Mr. Mansrrevp. Thank you, Mr. Nash. 

Now, it looks like we have a very interesting list of witnesses. 

Mr. Nasu. Yes, sir. 

Mr. Mansriecp. And the committee is appreciative of the efforts 

ut forth by the State chamber of commerce to publicize this meet- 
ing of the committee so that all interested could, if they so desired, 
appear before the committee. 

he next witness will be Mr. Art Sherwood, assistant manager of 

the Boise Chamber of Commerce. 


STATEMENT OF ART SHERWOOD, ASSISTANT MANAGER, BOISE 
CHAMBER OF COMMERCE 


Mr. SHEerwoop. Representative Mansfield and members of this com- 
mittee, the people of Boise feel really fortunate that this committee 
has seen fit to stop here and conduct a hearing in our city. Because 
of our sparse population here in Idaho and in helen, we too often feel 
that we are not given recognition back in Washington. 

I am sure that this hearing will give our ple an opportunity 
to express themselves and every indication is that the testimony that 
is given here will be taken back to Washington, and that irrespective 
of the size of Boise and the valley and of Idaho, we will have every 
recognition and consideration that is due us. 

We appreciate having you in Boise and hope you will return again. 

Mr. MANSFIELD. Well, we appreciate those sentiments, Mr. Sher- 
wood, and I want to say for the record that I happen to come from a 
neighboring State, Montana, where, despite the fact that I am chair- 
man of this committee, we have had no small-business meetings in 
that State. 

I would like to call at this time on Mr. Allan L. Willard, regional 
director of the Small Defense Plants Administration, to explain to 
the audience just what the duties of his office are and what he can 
furnish you in the way of advice and counsel. Mr. Willard. 


STATEMENT OF ALLAN L. WILLARD, REGIONAL DIRECTOR, SMALL 
DEFENSE PLANTS ADMINISTRATION, SEATTLE, WASH. 


Mr. Wixxarp. Mr. Chairman, I have prepared a lengthy statement 
that will be presented at the hearing in Seattle on Monday, so I will 
not dwell too much on that at this time because there are a lot of wit- 
nesses to be heard. 

I think it is well to state that the office in Seattle has been open only 
since just about the first of February and the staff at the present time 
is very small. 

The reason for that is that the budget is very limited. Because of 
that and because of, perhaps, the fact that I personaliy feel that the 
agency could get a little better organized, our office has been unable to 
do anything as far as the Boise area is concerned. 
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I have been over here and I have met a number of fine people but 
up to this moment we have not given them any assistance. I think 
the only way that we can give them any assistance is to have some 
kind of a district office in Boise. I ns strongly recommend that. 

That is about the only statement I have to make at the moment, 
Mr. Chairman. 

Mr. Mansrietp, All right, Mr. Willard, thank you. 

As I understand it, Boise is about the furthest point away from 
Seattle that you have in this region. 

Mr. Wuarp. That is right, Mr. Chairman. In that connection, 
it probably is well to state that Boise is quite a ways away from 
eveerening: 

I mean by that—well, the RFC is at Salt Lake City, and the other 
one is at Spokane, and our office is at Seattle. Most of the military 
regional offices are in Seattle or Portland. ‘So, they are just kind of 
out here by themselves, so to speak; and it is quite a distance. 

I think there should be some local office to take care of them here, 
however. 

Mr. Datmas. Mr. Chairman, I would like to ask Mr. Willard a 
question. 

Mr. Mansrtetp. Yes. Mr. Dalmas, Executive Director of the com- 
mittee. 

Mr. Datmas. I would like to ask Mr. Willard whether or not one 
or two people perhaps could fill the need of an office in Boise. 

Mr. Witxarp. I think so, provided—— 

Mr. Darmas. Perhaps because of the fact that they could have di- 
rect and easy communication with your office, it would not have to 
be a very large staff here, would it? 

Mr. Wittarp. No. I think primarily one might be enough, pro- 
vided he was a good man who understood the situation over here. 

Transportation is very easy, in and out of here. In other words, 
it is only 3 or 4 hours to Seattle by plane, and, of course, there is the 
telephone, and so forth. 

Mr. Datmas. And part of the Boise trade territory, too, is Oregon, 
which borders it. 

Mr. Wiixarp. As to whether or not Oregon—northern Idaho is 
part of Spokane—the Inland Empire. That is another story, but 
southern Idaho is entirely different. 

I might mention that in connection with the Reconstruction Fi- 
nance Corporation, southern Idaho has to go to Salt Lake City in the 
matter of an application for a loan, and yet it is in our region. 

By the same token, the whole State of Montana has to go to the 
Spokane office of the RFC. 

I would like to suggest that the regions should parallel a little better 
than they are now and I think a little better service then could be 
given if it was oe 

Mr. Mansrtetp. Well, Mr. Willard, that does pose a very difficult 
problem. If you think that Boise is out of the way, as you have just 
said, what about Montana? We are the ones who are caught in a 
squeeze there because we are connected with some regional offices in 
Seattle but as to others we are attached to Minneapolis, and it makes 
it quite difficult. 
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But, we will have to do the best we can, and there is some merit in 
your idea that a district office should be set up in this region so that 
the people down here could get the best possible service from the 
Small Defense Plants Administration. 

Mr. Witxarp. That is particularly true because the NPA office has 
just been closed in Boise. 

Mr. Mansrievp. I see. Thank you very much, Mr. Willard. 

Our next witness is Mr. E.G. Harlan. Mr. Harlan, will you take 
a chair and give the committee your name and address and the busi- 
ness you represent ? 


STATEMENT OF E. G. HARLAN, REPRESENTING IDAHO CITY, IDAHO, 
CHAMBER OF COMMERCE 


Mr. Hartan. My name is E. G. Harlan of Idaho City, Idaho. 

Mr. MAnsrretp. And your business, Mr. Harlan? 

Mr. Hartan. I am a retail merchant. I have a prepared state- 
ment which I can just file with you. 

Mr. Mansrietp. You may file that with the clerk, and then you 
can make an oral statement if you wish. 

Mr. Hartan. All right; thank you, Mr. Chairman. 

The purpose of this statement is to call attention to some Federal 
regulations which, in our opinion, are oppressive to small business. 

The first one is the attaching of road-building requirements in the 
calls for bids for Federal timber in between Idaho City and the Sal- 
mon River, about 100 miles, where there are probably 55 or 60 saw- 
mills. Of that number, probably only three or four have the resources 
to go ahead and build these roads, so that automatically eliminates 
the great bulk of the small mills. 

Now we think that roads should be built independently of any 
activities of the Forest Service. They ought to have Federal appro- 
priations, and let the recognized agencies build the roads. 

Mr. Mansrrevp. Well, Mr. Harlan, if I may interrupt there, I 
might say that, as you well know, the Forest Service has had an 
extremely difficult time in getting appropriations to build what they 
call access roads. 

They have in both Montana and Idaho timbered areas which are 
ready for harvest and some which are a little bit overripe, and because 
of that fact you have outfits like the Diamond Match Co. coming into 
Superior, Mont., and building a million-dollar plant and spending 
some hundreds of thousands of dollars on roads into the Clearwater 
country in this State. , 

A small operator, of course, cannot do that, and it means that he 
is being squeezed out. , 

But, insofar as the Forest Service is concerned, they would like to 
build these access roads to help these small operators, but it is a matter 
of appropriations and the Congress has not been very generous with 
the Forest Service in that respect. I just want that in the record. 

Mr. Haran. I think that is correct. What I say is not a criticism 
of the Forest Service itself. 

Mr. Mansrtevp. I understand that. 

Mr. Hartan. The second thing, which is more to the point, is the 
practice of late of the Forest Service, in asking for bids on federally 
owned timber after the sealed bids have been opened. 
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Now that happened in Boise here just recently and, of course, the 
small mills have no opportunity there to compete against the large 
mills and we think that is against all business ethics and that it should 
be corrected. 

Mr. Damas. Now, Mr. Chairman, I don’t understand that and I 
wish that he would make it a little clearer for me. 

You mean that they called for an advertised bid, they opened the 
sealed bid, and they do not give the contract to the low bidder? 

Mr. Haran. No; they advertise the bid also—— 

Mr. Datmas. In other words, they negotiate after the bids are 
opened ¢ 

Mr. Harwan. That is correet. A few days ago they sold 8 million 
feet in the area after the sealed bids were opened, they asked for 
further bids, and our small mills lost out. 

‘s a Datmas. What was the reason that they asked for further 
1ds | 

Mr. Harwan. Well, I do not know the reason. I presume it was 
to get a better price for the timber for the Government. 

Mr. Datmas. Well, in that case, it would seem that the ethical 
thing to do would be to readvertise, would it not, if the bids were 
unacceptable ? 

Mr. Hartan. Well, I should think so. If the bids were too low, 
they could, of course, readvertise. But, anyway, that is what is going 
around and I want to call attention to that. 

Now, I am not saying that the local Forest Service people have any- 
thing to do with that. I do not know who settles that policy, but 
that is a policy which should be corrected. 

Mr. MansrFietp. Mr. Harlan, could you in your own time furnish 
the committee with more detailed information concerning this specific 
matter and send it to the Small Business Committee of the House of 
Representatives, Washington, D. C., so that we can look into it? 

Mr. Hartan. Yes, sir; I will be very glad to do that. 

(See pp. 2852-2856 for supplemental material.) 

Now, the third thing is the policy of exchanging cut-over private 
land for Federal timber. 

Now, there are occasions, probably, when that might be a good 
policy, and we are not condemning the whole policy, but the eventual 
result of that is going to injure the small mills, 

In this State, the State of Idaho has timbered land but in southern 
Idaho practically all of that timber has been cut off, so that supply 
has been lost to the small mill owner. The large operator is cutting 
his timber quite rapidly and so the timber will soon be gone. 

So, the only remaining stands of timber in this State and in the 
West pena are the Forest Service stands of timber, and at the 
present time probably 95 proms of the mills operating in this State 
do not own any timber. They have got to buy their logs from either 
the State or the Federal Government and, as I say, the State is rapidly 
getting out of the business, 

So, the small mill has got to look to the Forest Service for its 


supply. 

Now. in the exchange of these cut-over lands, why, the Federal 
Government is going to be doing a lot of business with these large 
concerns, which we think will be to the detriment of the small mill. 
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Now, the fourth thing that I wish to bring up is ‘a very fine act of 
Congress called Public Law 273, enacted by the Seventy-eighth Con- 
gress, which is called the Sustained Yield Act. Now, that is a very 
constructive piece of legislation and applies directly to our com- 
munity of Idaho City which is a small community and has in the past 
wan been largely a upon that sawmill payroll. 

e have a fine sawmill there, employing 50 to ple, which 
burned down last fall, and now that the mill is gone, it has adversely 
affected our economy. 

Now, this Sustained Yield Unit Act was passed for just such com- 
munities. I might say for the benefit of the people who do not know 
about this act, that this act was passed to help communities and not 

articularly to help sawmills in any community, whose economy is 
argely dependent upon the manufacture of lumber, whose economy 
is threatened by the loss of these timber resources, they can make ap- 
plication to the Forest Service and the Forest Service will conduct 
an inquiry and if they find that the economy of the town is threat- 
ened because of the loss of these timber products, they will set aside 
in the national forest a sufficient area to produce an annual crop of 
logs, so to speak, that will keep these mills operating. 

"ee, these mills must be in or adjacent to the community. The 
Forest Service sets the price for these logs so that there is no monop- 
olistic angle to the situation. 

Now, we think that one of the greatest things that this commitee 
could do for the entire West, as well as the southern part of our coun- 
try, is to encourage the establishment of these sustained-yield units. 

The first one of these was established in 1948 over at Shelton 


Wash. : and those communities over there were ee rome | threatened 
e 


with oblivion because of the diminished forest resources there. 

One of the features of this act is that it permits the Forest Service 
to join with the State if it has land or with private timber owners so 
that they can put all of these lands into one of these units which will 
yield an annual production of logs so as to keep the communities 
going. This one at Shelton has been a great success. 

By the way, I might add one of the largest timber operators in 
that part of the country, the Simpson Lumber Co., went with the 
Government on this proposition. 

A second one is at Lakeview, Oreg., where they had three small 
mills and they just stabilized that community, because they are assur- 
ing a yearly supply of logs that will maintain that community. 

Row, I think the same thing applies to our Idaho City. We have 
made application and the Forest Service is now conducting a surve 
of our timber resources, and this winter they have indicated they will 
hold a hearing and get all of the facts, and if the facts warrant, a 
sustained yield unit will be set up there which will ensure the life of 
our community. 

Now, you people have read stories in the newspapers and magazines 
about ghost towns. Well, ghost towns were simply those towns where 
they cut all of the timber and the community withered on the vine. 

Mr. Mansrtetp. That is right, and that is one of the black spots in 
the history of the development of this country. 

Concerning the sustained-yield unit, I know about that because in 
Lincoln County in the northwestern part of our State, we have had 
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the sustained yield, and because of conservation practices inaugurated 
and because of selective cutting and harvesting, we have been able to 
keep that county in or at a pretty even keel. I am in accord with 
what you have to say about the merits of the sustained-yield program. 

Mr. Haran. I think that is all I have to say, except to reiterate 
that we have hundreds of small mills scattered all over the West. 
I have personally lived in Oregon, Washington, and Idaho, and I 
know all of those communities intimately, and there are hundreds of 
communities ———- upon these small sawmills and if we can get 
this Sustained Yield Unit Act in full operation, we can assist hun- 
dreds of communities in the West. 

Mr. Mansrtevp. Do you have any questions, Mr. Dalmas? 

Mr. Damas. No questions. 

Mr. Mansrtetp. Mr. Riley? 

Mr. Ruey. No. 

Mr. MANnsrreLp. Thank you for a very interesting and worth-while 


summary. 
(The prepared statement submitted by Mr. Harlan reads, in full, 


as follows :) 
STATEMENT SUBMITTED BY IDAHO CITY, IDAHO, CHAMBER OF COMMERCE 


Botse BAstIn CHAMBER OF COMMERCE, 
Boise, Idaho, July 12, 1952. 


Subject: Federal regulations that need revision. 


Hon. Mike MANSFIELD, 
Chairman, House Smali Business Committee. 

GENTLEMEN: We call your attention to the following Federal regulations which 
are oppressive to small business. 

A. Attaching road building requirements in calls for bids on timber. 

LB. Asking for bids after sealed bids have been opened. 

C. Exchange of cut-over lands by private owners for Federal timber, 

There are 50 to 60 small mills in the area from Idaho City to the Salmon River, 
about 100 miles north of our community. There is only one mill in the area 
with the financial capacity to build a modern forest highway; possibly two or 
three more that could build the type of road the Forest Service requests. The 
“reat mass of small mills have enough of a financial problem to pay for the 
timber they purchase from the Forest Service. 

We believe that roads into federally owned forests should be built by special 
appropriations by Congress. Legislation has been introduced in Congress for 
these access roads and we believe appropriations have been made for certain 
roads. 

Your committee probably has the results of the hearings at Sandpoint, Idaho, 
where the Forest Service proposed to sell a large body of timber with a road- 
building provision attached. The project was finally dropped when aroused 
small mill owners, civic clubs, and other organizations objected. The small 
mill should not be further handicapped by requirements to build roads into 
federally owned areas. 

Second. The practice of the Forest Service in calling for sealed bids on tracts 
of timber and then after opening the bids asking for bids in an open meeting 
is just another way of giving the timber to the major operators. This was 
recently done in Boise by the Boise National Forest in the sale of 5,000,000 feet 
of timber which went to the largest mill in the State when the open bidding was 
completed. 

This practice of the Federul Government calling for sealed bids and then 
pata the bidding to all comers is against all business ethics and should be 
stopped. 

Third, Careful attention should be given the Forest Service policy of ex- 
changing privately owned cut-over timberlands for federally owned timber lands. 
There may be cases where small landowners who have cut off their timber 
should be permitted to trade this land and get into a Federal tree-grewing 











2852 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


project. The danger attached to this program is the tendency of the large mill 
owners who also own their own timberlands eventually forcing out of business 
the many smal! mill owners who do not own forest lands. The great majority 
of small mill operators do not own forest lands but buy from the Forest Service 
or the State of Idaho which has some forest areas still in its ownership. 

The widespread interest in this trading of cut-over lands for federally owned 
forest land is shown in the advertisement in the attached union-owned news- 
paper published at Eugene, Oreg., the Union Register, issue of April 18, 1952, 
which calls attention to the threat to the small mill owner who will eventually 
be forced out of business by this trading scheme. 


HERE IS THE HELP THE COMMITTEE CAN GIVE SMALL BUSINESS 


The Seventy-eighth Congress enacted Public Law 273 which has been called 
the Sustained Yield Act. This law was enacted to help prevent increase in 
ghost towns which result when saw mill owners cut out their timber and move 
away. It was designed to help communities, not saw mills. 

Any community whose economy is largely based on the manufacture of lumber 
or lumber products and is threatened with the loss of these plants because of 
inability to get logs can apply for a sustained-yield set-up. The Forest Service, 
under this law, can set aside sufficient timber area which will annually produce 
sufficient logs to enable the mill or mills in or adjacent to the town to operate on 
a perpetual basis. The Forest Service may also cooperate in private parties 
and include their lands in the unit; it may also cooperate with States which own 
timberlands. 

There are hundreds of small towns scattered all over the West which are 
largely dependent upon small mills. Sustained-yield units have already been 
set up at Shelton, Wash., where the Forest Service took in privately owned 
lands—The Simpson Logging Co. Another unit is successfully operating at 
Lakeview, Oreg. There are others. In all of these communities the business 
of the small stores, etc., has been stabilized. There will be fewer ghost towns 
in this Nation. 

This Small Business Committee could do no better thing than encourage the 
setting up of these units. This act was placed on the books by the Forest Service 
which deserves credit for the far-seeing benefits it will bring. Idaho City has 
applied for such a unit and a survey of adjacent federally owned forest lands 
is now under way and a hearing will be held this winter. 

We shall be glad to supply any additional information the committee desires. 

Respectfully submitted. 

Ipano Crtry CHAMBER OF COMMERCE, 


(Advertisement referred to is as follows:) 

Federal agencies are helping create monopolies in public timber by 
offering to enter into cooperative agreements with a few big operators. 
Hundreds of small business enterprises in our State would be starved 
out if these agreements are consummated. Why rob Peter to pay Paul? 


STAR LUMBER CO., EUGENE, OREG. 
ZIP-0-LOG MILLS, EUGENE, OREG. 


CONE LUMBER CO., GOSHEN, OREG, 


(Supplemental material submitted as follows :) 
RILEY’S, 
Boise, Idaho, July 14, 1952. 
Subject: Bids on Forest Service timber. 
Mr. Victor P. DALMAS, 
Executive Director, House Small Business Committee, 
Washington, D. C. L 
Dear Mr. Datmas: At the meeting of your committee in Boise I was requested 
by the chairman to write you and give the facts about the practice of the Forest 
Service in asking for bids in an open meeting after sealed bids had beén ‘opened 
on the same timber. 
Here are the facts: The Forest Service advertised for bids on 5,000,000 feet 
of timber adjacent to Idaho City, setting a minimum price that they would 
accept of $20.80 per thousand. 
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The bids were opened on June 16 at the Boise office of the Boise National 
Forest. There were two bids, one from our Idaho City mill, the Harris Bros. 
Mill, and the other from the Boise-Payette Lumber Co., a unit of the Weyer- 
heauser Co. of St. Paul. 

The Boise-Payette bid was $20.80; the Harris Bros. $21. 

After the opening of the sealed bids the Boise-Payette went to $21.05 and the 
Harris Bros. to $21.10. Boise-Payette then went to $21.15 and Harris Bros. to 
$21.20. Boise-Payette then went to $21.25 and the Harris Bros. dropped out at 
that point. The timber was awarded to Boise-Payette at 45 cents per thousand 
higher than their sealed bid. 

Harris Bros. naturally could not compete with the Nation’s largest lumber 
company which in this case would have topped any bids our small local mill 
could make. 

I am attaching a copy of a letter written by my partner at Idaho City to Sen- 
ator Welker which expresses the sentiments of small-business firms all over 
the West. 

Yours very truly, 
BD. G. HARLAN, 
Boise Basin Mercantile Co., Boise, Idaho. 


JUNE 25, 1952. 
Hon. HFRMAN WELKER, 
Senate Office Building, Washington, D. C. 

Dear SENATOR: Some time ago the Forest Service advertised that they would 
sell 5,000,000 feet of timber, and would open sealed bids for the same on June 
16, and setting a minimum price of $20.80 per thousand. 

On June 16, two sealed bids were opened, one from Boise Payette Lumber Co., 
at $20.80, the other from Harris Bros., our local mill, at $21 per thousand. 

After the opening of the sealed bids, oral bids were called for. Boise Payette 
went to $21.05, Harris to $21.10; Boise Payette to $21.15; Harris to $21.20; Boise 
Payette to $21.25, at which point Harris Bros. dropped out, and the timber was 
awarded to Boise Payette at 45 cents per thousand higher than theif sealed bid. 

At a meeting of our chamber of commerce over 2 years ago, we requested the 
Forest Service to call for sealed bids only, and to dispense with this oral bidding 
and it was our understanding at that time that this -weuld be done. 

With this kind of a program, the small mill doesn’t even stand a chance of 
buying any timber, because the Boise Payette would finally “nickel” them out 
of any opportunity that may have existed to get timber, just as they did in this 
instance, and they could afford to do just that, with their mills, and operating 
a long string of retail yards. 

It would seem to the writer that there must have been some kind of an under- 
standing on the part of the Forest Service and the Boise Payette before the bids 
were opened—either that or a sealed bid deesn’t mean a thing—it might as well 
be oral bidding from the start. In either case, small business is just about licked. 

Our community here does not like the outcome of this bid at all—we don’t like 
anything about it. If this is to be a sample of Forest-Service practice, we are 
never going to be able to get our mill rebuilt ander existing conditions, because 
no mill could build here and buck the Boise Payette. Our only chance, ap- 
parently, for the existence of this community lies in what little hope we have 
that after a hearing this fall we may be able to secure a sustained-yield unit 
for our community, concerning which we have written you so many times in the 
past several months since our mill burned down in November of 1951. 

We know that there are a great many things demanding your attention at 
this time, both in our national and our international situation—at the same time, 
we hope that you will still keep in mind your own State, and the people and the 
communities that make it up. 

We sincerely hope that you will keep in mind the matter of the sustained- 
yield unit we are asking for—which we must have—if our community here is 
to exist at all. 

With all good wishes. 

Sincerely yours, 
ArTHurR L, BAKEr. 


86267—52—pt. 4-2 
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Unitep STATEs DEPARTMENT OF AGRICULTURE, 
Forest Service, INTERMOUNTAIN REGION, 
Ogden, Utah, August 1, 1952. 


Mr. Victor P. DaLMAs, 
Ezecutive Director, Select Committee on Small Business 
of the Righty-second C mgress, 
Washington, D. C. 

Dear Mr. DatMas: Reference is made to your letter of July 24 to the Chief 
of the Forest Service, in which you asked for intormation relative to the bidding 
procedure followed on a sale of stumpage on the Boise National Forest on which 
Harris bros. were one of the bidders. 

in his letter of July 25 to you Acting Chief Loveridge informed you we would 
make reply directly to you. 

As you uiay be aware during and following World War II competition for 
offerings of national forest stumpage in most parts of the country materially 
increased and this competitive situation still exists, and in many places has 
iutensitied. This is particularly true of the area in southwestern Idaho in the 
Lvise area. 

At the present time there are located on or adjacent to the Boise and Payette 
National Forests in southwestern Idaho a total of 82 sawmills, according to our 
best information. Based on the best available information, 45 of these mills 
process an average of less than 1,000,000 board feet of saw timber annually; 
24 process from 1,000,000 to 5,000,000 board feet of saw timber annuaily; 8 
process from 5,000,000 to 10,000,000 board feet; and 5 mills cut 10,000,000 feet 
board measu e or more annually on the average. 

The annual sawing capacity of these 82 mills is many times greater than the 
volume of timber which can be made available from the national forests on a 
sustain.d jield basis, and we are faced with the problem of trying to make our 
availuble timber stretch as far as consistent with sound business management, 

in order to accomplish this objective we have been following the policy of 
advertising units of tamber for sale which contain small to moderate volumes 
of timber, so that timber ope.ators of the smaller size may have an opportunity 
to bid on them if they so desire. You may be interested in knowing that during 
the fiscal years 1047-51, inclusive, a total of 85 udvertised timber saies (sales 
having a stumpage value in excess of $500) were made on the Boise and Payette 
Natioual rorests. Of these, 22 saies were for volumes of less than 5Ju,0Uu0 
feet board measure each; 11 were for from 501,000 to 999,000 feet each , 29 were 
for 1,000,000 to 2,999,000 feet each; 17 were from 4,000,000 to 4,999,000 feet 
euch ; 3 were from 5,000,000 to 9,999,000 feet each, and only 4 were for volumes of 
10,000,000 feet or wore in each sale. In addition, on these forests a total of 
259 unadvertised sales, in amounts of less than $500 stumpage value, were 
made during the 5-year period. 

We believe the above Gata indicate our policy endeavors to afford the small 
operator an Opportunity to bid on offerings of national forest stumpage if he so 
desires. 

For a number of years the Forest Service has adopted a policy which pro- 
vides that where competition for timber offerings is likely, auction bidding is 
usually preferable over sealed bids, particularly in those cases where stability of 
euployment in the community will be promoted by giving local operators an op- 
portunity to meet unexpected competition. By use of the auction procedure 
each inierested bidder knows exactly what competition he is up against and can 
lucet competition to the fullest extent that his business judgment dictates. 

Luring the past several years we have received requests from operators in 
States as far away as Texas to keep them informed of any of the larger offer- 
in.s of timber which are put up for sale anywhere in the region so thut if they 
so desired they would have an opportunity to submit a bid. 

It is our general policy in practically all parts of the intermountain region, 
therefore, to advertise our timber offerings by use of the auction bid procedure, 
particularly where competition can normally be anticipated. This policy has 
Leen in effect for several years. 

While we try to hold the auctions at such time and at such places as are most 
conven.ent to the majority of the expected bidders, we must recognize that it 
may not always be convenient or possible for people interested in the <ale to 
personally attend the auction, particularly where such interested person may 
reside at some considerable distance or in another State. Thus provision for 
the submission of a sealed bid may provide the only practicable opportunity that 
such an individual may have to compete for the timber being offered. 
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There may also be instances where individuals may bid at an auction who 
may later be found to be financially irresponsible or who may have little or no 
intention of actually going through with the execution of a timber-sale agree- 
ment. 

For the above reasons, it is general Forest Service policy that each advertise- 
ment for a sale under the auction procedure will specify that sealed bids may be 
submitted to be opened prior to the start of the oral bidding. When the re- 
quired deposit with bid is $1,000 or more, it is the general policy that the ad- 
vertisement will require that each bidder submit a sealed bid as a qualification 
to participate in the oral bidding. Qualification through submission of a sealed 
bid has }!roved to be a desirable means to obtain competition in oral bidding. 

Prior to the start of the auction each sealed bid is opened in the presence of 
at least one witness, and those which meet the requirements of the a‘|vertise- 
ment will be posted so that they can be displayed to the oral bidders. When the 
submission of a bona fide sealed bid is required as a qualification for oral bid- 
ding, this posted list of sealed bids will constitute the list of qualified bidders 
for the information of those attending the auction. Oral bids, if any, will then 
start at an offered rate which is greater than the highest valid sealed bid re- 
ceived and posted. 

As previously stated, we feel the logical way to handle the timber-sale busi- 
ness in the region in general and in southwestern Idaho in particular, is through 
the auction procedure, as above outlined. This procedure is we feel well known 
to timber operators in the Boise area, including the Harris Bros. It was dis- 
cussed at the winter meeting of the Southern Idaho Forestry Association in 
McCall! last winter and it is reported the operators were in accord with it. 

During the calendar years 1950, 1951, and thus far in 1952, a total of 24 timer 
sales on the Boise Forest were advertised for sale under the auction-bid pro- 
cedure. The total estimated volume of timber involved in these 24 sales was 
approximately 95,000,000 feet board measure, and they varied in size from a 
minimum of 90,000 feet board measure to a maximum of 22,100,000 feet board 
measure. The larger sales have been natural logging units which involve the 
construction of considerable road by the operator. In cases where we have been 
able to finance the construction of roads we have been able to make smaller 
sales, thus providing the small operators an opportunity to bid. Harris Bros. 
took part in the bidding on two of these sales in 1950 and one in 1951. 

For your information, I am enclosine a copy of the notice of sale as published 
in the Idaho Mountaineer of Idaho City on May 15 and 29, covering the par- 
ticular sale about which you wrote to the Chief. 

I sincerely hope this letter serves to give you a clear picture of the advertising 
and bidding procedure under which most of the timber sales are made in this 
region. The procedure which was followed in the bidding and the award of the 
sale in question was strictly in accordance with that which has been established 
for a number of years, as well as that which was provided in the published 
notice of sale. 

If there is additional information which we can furnish you, we shall be glad 
to do so. 

Sincerely, 
C, J. OLSEN, 
Regional Forester. 


NATIONAL Forest TIMBER FOR SALE 


Oral auction bids will be received by the Forest Supervisor, Boise, Idaho, 
beginning at 2:00 p. m., June 16, 1952, for all live timber marked or designated 
for cutting and all merchantable dead timber on an area embracing approxi- 
mately 920 acres in Sections 23, 25, 26, and 35, T. 8 N., R. 7 E., Boise Meridian, 
Beaver Creek, Boise National Forest, Idaho, estimated to be 3,130 M feet b. m. 
of ponderosa pine, 1,790 M feet b. m. Douglas fir and 60 M feet b. m. of Engelman 
spruce and lodgepole pine with small amounts of alpine fir, sawtimber, log scale, 
more Or less, Sealed bids accompanied by required payments received by the 
Forest Supervisor prior to 2: 00 p. m., June 16, 1952, will be considered equivalent 
to an oral bid, and will be required as a qualification to participate in the oral 
auction. Sealed bids will be posted for the information of all bidders. The 
appraised value of the timber according to the long-term normal market and 
operating conditions is $5.00 per M feet b. m. for ponderosa pine, $2.00 per M for 
other species except alpine fir and $1.00 for alpine fir. No bid will be considered 
which is less than these rates as base rates, applicable through the entire period 
of the sale agreement plus at least the following additions for live and dead 
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timber: $15.80 per M feet b. m. for ponderosa pine, $3.70 for other species ex- 
cept alpine fir, and $1.80 per M feet b. m. for alpine fir, which additional amounts 
shall be subject to quarterly calendar adjustment upward or downward by 0.4 of 
the difference between the Western Pine Association base index prices deter- 
mined as set forth below and the average of the Western Pine Association index 
price as calculated by the Forest Service at the end of each quarter. Such ad- 
justment in the additional amounts for stumpage shall be applicable to timber 
eut and scaled during the calendar quarter for which the adjustment is com- 
puted. In no event, however, will the adjusted stumpage rates for each quarter 
be less than the basic appraised rate as first stated above. The provisions of 
the quarterly adjustment will remain in effect until May 1, 1953, or until 3,000 
M feet b. m. have been cut and scaled if that amount is not cut and scaled prior 
to that date. On May 1, 1953, and at other times, as stated in the contract, rates 
will be redetermined by the Forest Supervisor. In no event, however, will rates 
be established which are less than the basic appraised rates as first above stated 
and in no event will rates for payment of stumpage on or after May 1, 1953, be 
less than those determined in accordance with the reappraisal provisions of the 
agreement. In addition to the prices bid for stumpage, deposit of $1.00 per M 
for a total cut of all species except alpine fir to cover the cost of timber-stand 
improvement work; and $0.35 per M for the totai cut of sawtimber under the 
agreement to be used by the Forest Service for paying a portion of the cost of 
slash disposal, will be required. A certified check, money order or equivalent, 
payable to the Treasurer of the United States in the amount of $5,000.00 must 
accompany each sealed bid to be applied on the purchase price, refunded or re- 
tained in part as liquidated damages according io the conditions of the sale. 
If an oral bid is declared to be high at the closing of the auction, the bidder 
must immediately make the required payment and confirm the bid by submitting 
it in writing on a Forest Service bid form. Award will be limited to bidders who 
can furnish financial statement satisfactory to the awarding officer including a 
showing of possession of availability of equipment and resources sufficient in the 
judgment of the awarding officer to enable performance of the terms of the 
agreement. The right to reject any and all bids is reserved. Before bids are 
submitted, full information concerning the timber, conditions of sale and sub- 
mission of bids and financial statements should be obtained from the Forest 
Supervisor, Boise, Idaho, or the District Forest Ranger, Lowman, Idaho, 


May 15 and May 29, 1952, 

Mr. Mansrrevp. Our next. witness in Mr. Carl B. Lauch, represent- 
ing the building contractors. Mr. Lauch, will you take a seat and 
proceed with your statement ? 


STATEMENT OF CARL B. LAUCH, DIRECTOR, ASSOCIATED GENERAL 
CONTRACTORS OF AMERICA, INC., IDAHO BRANCH 


Mr. Laven. Thank you, Mr. Chairman. 

Mr. Chairman, my name is Carl B. Lauch, and I appear before you 
as a director of the Idaho branch of the Associated General Contrac- 
tors of America, Inc. This branch of the association has a member- 
ship of 150 contractors, all except two or three of which fall in the 
classification of small business having less than 500 employees each. 
In appearing here today we are seeking to maintain and strengthen 
the high standard of skill, integrity, and responsibility to which this 
association is dedicated. 

Among the myriad problems of an industry engaged in risk-taking 
ventures on a highly competitive basis there 1s one foremost and fun- 
damental problem in the field of contracting work for agencies of the 
Federal Government. This problem concerns the denial of the right 
to a hearing in court of competent jurisdiction, in cases of disputes, 
unless the decision is founded on fraud and proved. 

Our association has been keenly aware of the hazards its members 
were assuming in doing business with the Government, especially in 
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view of the contract provision contained in article 15 of the standard 
Government form. This article provides as follows: 

Disputes: Except as otherwise specifically provided in the contract, disputes 
concerning questions of fact arising under this contract should be decided by 
the contract officer subject to written approval by the contractor within 30 days 

gd sent to the head of the department concerned or his duly authorized repre- 
#entative whose decision is final and binding upon the parties thereto. In the 
*meantime, the contractor should diligently proceed with the work. 

‘The Supreme Court of the United States in the Wunderlich case 
decision of November 26, 1951, confirmed our worst fears by denying 
to the contractor the right to be heard by a court independent of the 
controversy, unless fraud on the part of the department head and 
within the meaning of the decision was alleged and proved. This 
decision has caused widespread confusion in the construction industry. 

In presenting problems arising out of the present situation, I use 
three examples affecting the business of local contractors: 

One. The contractor was authorized by the representative of the 
contracting officer at an agreed price and in writing to perform extra 
painting. In the letter of authorization, the contractor was directed 
to proceed with the work and told that formal change-order papers 
would follow. However, some 6 months later the same official wrote 
the contractor denying the claim for extra compensation. Further 
negotiations produced no relief but the explanation that confusion 
within the Government in handling of specifications was responsible 
for an error and the decision denying extra compensation was final 
notwithstanding the fact that the contractor had incurred a legal 
obligation to pay a subcontractor for the extra work. 

Two. There is the case where payment for extra work authorized 
in writing by a representative of the Government agency for an agreed 
price was later disallowed on the ground that the first official lacked 
the authorization within the agency to obligate the Government. 

Three: There is also the case where the Government engineer 
required the contractor to construct a bridge of creosoted timber under 
plans and specifications which did not specify that timber be treated 
with any kind of preservative. On an appeal to the head of the 
department to cover the extra cost for the timber the resident engi- 
neer was upheld on the grounds of the right of the Government to 
determine the intent of the specifications even though such specifica- 
tions were silent on the subject. 

Honest differences of opinion exist in these and many other con- 
troversial matters. Lacking the right to be heard by a court inde- 
pendent of the controversy in the case of the decision believed to be 
erroneous or arbitrary or representing a whim of the contracting 
officer there follows the inevitable result of higher prices for work 
on subsequent contracts, reduction in competitive bidding, and lack 
of confidence generally. The bidders either find it necessary for 
protection against such arbitrary and erroneous decision to increase 
their normal figure to allow for such contingencies or avoid entering 
bids on Government-financed work, which also tends to higher cost ag 
competition is reduced or eliminated. 

This problem is not alone the concern of the construction industry 
it is shared by many of the outstanding employees of the Government 
agencies, as indicated by an address made by Clyde H. Spencer, Con- 
struction Engineer, Bureau of Reclamation, Columbia Falls, Mont., 
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at the national convention of the American Society of Civil Engi- 
neers in Colorado in June 1952. In speaking of the contractor and 
Government relationship on the Hungry Horse Dam in Montana, Mr. 
Spencer stated : 


In negotiating on prices for extra work or change orders, it is the construction 
engineers’ responsibility to see that the contractors get fair prices. It is nofs 
his responsibility to beat the contractor down on prices to the point where he. 
loses h's money or fails to obtain a fair profit on work that is not part of the 
original contract. : . 

Further, the contractor should not be required to perform work to a standard 
higher than that required by the specifications. If for any reason a higher 
standard is required, the contractor should . compensated for the additional 
cost. The contracting engineer should remember that the contractor wants to 
do a good job at a fair profit and does not want to dissipate his earnings doing 
work not in the contract, at a loss, If it is recognized that a contractor is a busi- 
nessman and relationship with him is kept on a sound business basis, the co- 
operation toward the end objective of a good job completed on schedule will 
be automatic. 

Proof of this statement is the fact that the entire Hungry Horse project 
is being completed on or ahead of schedule at a cost to the Government under 
the 1948 estimate of $108,800,000 and with profits to all the major contractors, 
in addition to the immediate benefit in better Government-contractor relation- 
ship, in improved efficiency with lower cost resulting from such cooperation on 
jobs ; is it not reasonable to assume that there will also be long-range benefits, in- 
tangible perhaps, but no less important. Confucius didn’t say it, but “A happy 
contractor uses a sharper pencil to figure future contracts.” A 

The Supreme Court in handing down the decision in the Wunderlich 
case of November 26, 1951 was not unanimous in its conclusion. Mr. 
Justice Douglas, joined by Justice Reed, sharply dissented from the 
majority opinion. In the dissenting pom: it is stated that “the 
rule we are announcing has a widespread application, and a divesting 
effect. It makes a tyrant of every contracting officer.” 

This opinion went on to point out that the majority opinion gives 
the contracting officer a power of life and death over private business. 
Further that the principle of checks and balances is a healthy one and 
that the right of appeal to a body independent of a controversy af- 
fords the rightful protection. Justice Douglas then went on to state— 

We should allow the Court of Claims, the agencies closest to these disputes, 
to review an official whose contract is plainly out of bounds, whether he is 
fraudulent, captious, incompetent, or just palpably wrong. 


Mr. Justice Jackson in a separate dissenting opinion stated : 


I think that we should adhere to the rule that where the decision of the con- 
tracting officer or a department head shows gross mistakes as necessary to imply 
bad faith, there is a judicial remedy even if it has the origin in the overzeal of 
the department, negligence of deciding official, misrepresentation however inno- 
cent by the subordinates, prejudice against the contractor, or other causes that 
fall short of actual corruption. Men more often are ruled by their loyalty and 
ambitions than by money. I still believe one should be allowed to have a judicial 
hearing before his business can be destroyed by administrative action, although 
this Court again thinks otherwise. 


Both of these dissenting opinions emphasize that the power now 
conferred on a contracting officer subject to appeal to the head of a 
department, agency, or bureau to make final and binding decisions 
upon the parties—all provisions similar to the foregoing should be 
eliminated entirely from contract and specifications. No citizen 
should be forced to stand helplessly by while his business can be 
destroyed by administrative action without recourse to the courts. 
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The majority opinion as well as the dissenting opinions in the 
Wunderlich case makes it self-evident that it is grossly unfair to 
permit an interested party to a contract, or interested party employee, 
to have the power and authority to make final and binding decisions. 

The contracting officer, moreover, is placed in an unenviable posi- 
tion. He is called upon to be an impartial and unbiased judge. This 
is practically an impossible achievement as the contracting officer is 
an employee of the Government and he is called upon to make a de- 
cision directly affecting the pocketbook of his employer. The con- 
tracting officer should not be subjected to such a situation. In many 
instances he has selected a Government position as a career and his 
advancement in the chosen field depends on his satisfying his em- 
ployer. Under such circumstances it is humanly impossible for a 
contracting officer always to act impartially. 

On behalf of the general contractors we urgently request favorable 
consideration and ask early action so that remedy may be accom- 
plished during a special session or the next Congress. Legislative 
relief is sought, which embodies the following principles: 

One: That any Government contract, Santiae of the language of 
the contract itself, shall be subject to appeal to appropriate courts 
from rulings of the contracting officer or head of department, both 
in matters of fact and law. 

Two: That all existing contracts be modified accordingly. 

Three: That any matters growing out of Government contracts 
which were legally in process at the time of the decision have their 
status renewed as of the date of the decision and that the contract be 
construed in accordance to the principles set forth in one and two. 

The above is embodied in Senate bill 2487 which passed the Senate 
as a noncontroversial bill but was not released from the House Ju- 
diciary Committee prior to adjournment of Congress. 

Mr. MansrFtetp. Thank you, Mr. Lauch. 

Mr. Wienshienk, do you have any comments to make on this? 

Mr. Wiensutenk. It is my understanding, Congressman, that the 
1953 Department of Defense appropriations bill did and does, since 
it has now been passed as Public Law 488, contain a section 635 to 
the effect that none of the moneys appropriated by that act may be used 
to fund any construction contract which contains standard clause 
No. 15, to which you refer, unless that clause be amended to specifically 
include the right for the contractor to appeal to the Court of Claims. 

I further understand, and the military representatives here may be 
better qualified to speak on that point, but I further understand that 
the Procurement Committee, which is an organization of the Muni- 
tions Board, is meeting today and if not today, certainly by Monday, 
to take appropriate steps to amend that clause. 

Now, as to whether that amendment will fully satisfy your desire 
to have the right of appeal on questions of law and fact and all other 
details, I am in no position to state; but it is clear they have at least 
taken some steps in that direction. 

Mr. Mansrtevp. Colonel Philipps, do you have anything to add? 

Colonel Pures. No, sir. It is under consideration, I know, but 
I have nothing to add at this time. 

Mr. Datmas. I have a question. 

Mr. Mansrrevp. All right. 
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Mr. Damas. That rider, Mr. Wienshienk, would not apply to the 
Bureau of Public Roads, would it? 

Mr. Wrensuienx. It would not; as I interpret it, it would only 
apply to military-construction contracts. 

{r. Datmas. And your point is that whatever funds are used for 
road building, that the same relief embodied in this rider in the 
may og oriations bill for 1953 should be embodied into law? 

Mr. Lavcn. Yes, sir. 

Mr. Mansrrevp. Thank you very much, Mr. Lauch. We will be 
looking into this matter and you will be hearing from us. 

The next witness is‘Mr. Davis. Mr. Davis, will you take a chair, 
and give your name and address and business ¢ 


STATEMENT OF DONALD J. DAVIS, IDAHO METAL TRADES, INC., 
BOISE, IDAHO 


Mr. Davis. My name is Donald J. Davis, with the Idaho Metal 
Trades, Inc., of Boise, Idaho. 

A year ago last November Idaho Metal Trades was suggested as 
a corporation to be formed for the purpose of obtaining and perform- 
ing Government contracts for the benefit of the over-all local economy. 
We formed the corporation as a nonprofit corporation under the laws 
of the State of Idaho. 

We undertook to obtain Government contracts through the local 
Government agencies, and last June we made a trip that took the 
major part of the month of June, through the State of California, 
calling on the Government agencies and attending Government clinics. 

The main comments which we received from the Government 
agencies were, that we were in the remote part of their territory and 
that it was difficult for a prime contractor to subcontract with a 
corporation that was so very far removed from the prime contractor. 

Likewise, it was stated by the various agencies that they were reluc- 
tant to grant a prime contract to a nonprofit corporation acting as an 
association on behalf of the metal industry. 

Finally, through the San Francisco Ordnance District at Oakland, 
Calif., they sent two men into this territory to survey our shops and 
to discuss with us the possibility of taking on a prime contract. It 
was agreed that if we were willing to throw our support into one 
major facility that they would be interested in having us take on a 
priine contract. 

Morrison-Knudson Construction Corp. offered to lend its coupera- 
tion toward the Idaho Metal Trades in making such a thing possible. 

We were first asked to bid on a quantity of 76-millimeter guns to 
be used for tank installation. We dia not bid on those guns. because 
when we came down to our final analysis of the prepared bid on the 
105-A form, we could not justify our financial position before the 
<a Construction Co. as to how this project could be 
handled. 

We notified the San Francisco Ordnance District that we therefore 
were withdrawing and would not bid. The San Francisco Ordnance 
District then called us on the long distance telephone and told us by 
all means to bid, that they would take care of the financial situation on 
that end of the line if we would come down there. 
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Mr. Herkner and I went to Oakland, Calif., to determine what 
could be done on the financial end and we found that we could through 
an audited contract gain progress payments and that it was logical 
to go ahead with the gun plant. We came back and reported our find- 
ings here locally. 

And we filed our bid on the 90-millimeter gun. After a prolonged 
delay we finally found out that we were the low bidder all over the 
United States on the 90-millimeter gun but that the Ordnance De- 
yartment of the Army did not choose to grant us the contract. We 
fiad various and conflicting statements as to why they did not want 
to grant the contract. 

Now, then, the result of all of this has been that we, at considerable 
expense, bid this contract and yet, being the low bidder, were de- 
prived of the contract and have not been given a conclusive statement 
as to why they did not grant the contract. 

Mr. Mansrievp. Perhaps Colonel Philipps could give us some ex- 
planation of this. 

Colonel Puuiers. I would like to ask if the Idaho Metal Trades, 
Inc., is now a recognized pool. 

Mr. Davis. We were informed that we had to be recognized by the 
Department of Commerce, and then we were informed that that re- 
quirement had been dropped by the Government. 

Colonel Putmurrs. Well, we do have recognized pools now in doing 
business with the Government that are approved by the Labor De- 
porceeess and when we get the approval through Small Defense 

*lants Administration that they are recognized pools, then—that 
es has not been dropped and we do have quite a list of 
vols. 
‘ Recently a Defense Department directive has been put out to all 
procurement agencies as to how they will contract with the defense 
production pool. 

I would suggest that possibly you talk to Mr. Wienshienk wliile vou 
are here to find out whether any action has been taken to give vou full 
recognition, for your pool, because I believe now if it is a recognized 
pool there will be no hesitancy on the part of the Government to 
contract. 

Mr. Mansrtevp. Colonel, may I ask a question? 

Colonel Putuirps. Yes. 

Mr. Mansrtevp. As to why, if this organization has been in fact 
urged by the San Francisco Ordnance organization to go ahead and 
bid and why, if on that advice they did so, and according to the infor- 
mation given to this committee this morning, this bid was the lowest 
one made, why were they not given consideration if they were qualified 
to do the job? 

Colonel Purmirrs. Congressman, not knowing anything about this 
particular case, 1 can only assume that the bid must have gone into 
the Ordnance Department in Washington and been turned down by 
the Ordnance division, possibly on the financial arrangement, par- 
ticularly in view of the fact that they were not a pool at that time. 
Now, that is partly assumption because I have no idea why the con- 
tract was turned down. 

Mr. Davis. May I endeavor to assist the colonel here? The one 
requirement we had through the Watervliet Arsenal, as the source of 
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information, was that the Government was at the present time ob- 
taining 90-millimeter guns under private contract at a lower per unit 
rate than we had bid on the contract. 

Now, then, there-was-also a reply from the San Francisco Ordnance 
District that the Government did not care to open the facility at the 
present time but that when they did and when they had an addi- 
tional demand for the guns, we would be given an opportunity to 
stand on our bid or requote. ; 

Colonel Pumirrs. You were going to use Government facilities to 
produce the guns? 

Mr. Davis. The 90-millimeter contract calls for the establishment 
of the facility by the Government, and it was to be operated for the 
duration of the initial contract and subsequent contracts and then was 
to be put in a stand-by status for a period of 5 years. 

Colonel Putiiers, I see. 

Now, when the Watervliet Arsenal was asking for these bids, un- 
doubtedly through the 14 Ordnance districts of which San Francisco 
was one, San Francisco was soliciting the bids from this district— 
Watervliet was getting bids from 13 other districts also. 

It is hard to judge what their reason was as far as soliciting the 
bids and then saying that they did not need the facility at this time. 

Now, it is possible that if they had enough facilities available at 
the present time they would not want to open another Government 
facility to manufacture the same thing, but should the necessity come 
up at a later time and they still have got it as a possibility —— 

Mr. Davis. Well, that would not be possible in this case, Colonel 
for this reason: that they published the figures of all the bidders and 
thereby disqualified the bids; and it also would not apply because 
when the requested bid was put out the need must have existed, 
= the Government thought it necessary to establish the fa- 
cility. 

Mr. Mansrietp. Did they award a contract under that bid at all? 

Mr. Davis. No, they did not award a contract under that bid at all. 

Now, here is the thing from the small-business standpoint, that 
the Idaho Metal Trade—the expense incurred in bidding on Govern- 
ment projects without the assurance of an award of a contract is 
financially distressing. 

Culeaal Poskipve Congressman, I would be glad to take that case 
back and find out about it. At this time, really, I cannot give an 
answer. 

Mr. Mansrtevp. Colonel, I was just going to suggest that you and 
Mr. Wienshienk meet with Mr. Davis outside here and go into this 
case in detail, and if necessary get in contact with Washington to see 
what, if anything, can be done. 

Colonel Puiirrs. All right. 

4 Mr. Mansrie.tp. And would you go out now and see what you can 
of 

Mr. Witxtarp. Mr. Congressman, I took that matter up with our 
man in Washington after it had been kicked out and we were told back 
there that they found out they did not need that kind of a gun, and 
that was the reason. 

Mr. Mansrtevp. Mr. Willard, will you join those people, too, and 
see what information you can get? 

Mr. Witxarp. Yes. 
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(Supplemental information submitted is as follows :) 


Munitions Boarp, 
Washington 25, D. C., August 8, 1952. 
Hon. Mtxe MANSFIELD, 
Chairman, Subcommittee No. 1, Select Commitice on Small Business, 
House of Representatives. 

Dear Mz. CuarnMAn: Reference is made to the hearing of Subcommittee 
No. 1 of the Select Committee on Small Business, House of Representatives, at 
Boise, Idaho, on July 12, 1952, and to the specific testimony of Mr. Don Davis 
of Idaho Metal Trades, Inc. 

In accordance with your request the following information has been secured 
concerning Mr. Davis’ complaints. 

In early 1952 the Ordnance Corps made attempts to introduce new facilities 
in the production of 90-millimeter guns. Accordingly, negotiations were con- 
ducted with several firms, the Idaho Metal Trades, Inc., being among those 
solicited for quotations. 

The costs quoted for the production of 90-millimeter guns by those companies 
included in the negotiations referred to in the preceding paragraph were in excess 
of currently available production costs. As a result of such excessively high 
quotations, all proposals were rejected. 

With reference to Mr. Davis’ belief that selling expenses should be included 
in allowable costs under “cost-type” contracts, this office has been advised that 
this matter is presently being reconsidered by the Armed Services Procurement 
Regulations Committee and a recommendation will be made by them at the 
earliest practicable date. 

Mr. Davis also stated at the hearing that the Idaho Metal Trades, Inc., was 
a nonprofit corporation formed to obtain Government contracts. At the time 
this corporation was negotiating with the United States Army Ordnance Corps, 
it was required to have one large contractor act as the prime contractor with 
other member companies being used as subcontractors. This was due to the 
fact that the Ordnance Corps would not accept Idaho Metal Trades, Inc., as a 
responsible bidder. In that connection, the Munitions Board representative and 
the Small Defense Piants Administration representative at the hearing explained 
to Mr. Davis the steps to take in order to have the Idaho Metal Trades, Inc., 
approved as a defense production pool so it might be recognized by military pro- 
curement activities as an authorized bidder. 

We trust the above will clarify the question raised by Mr. Davis, and when 
we can be of further service, kindly let me know. 

Sincerely yours, 
B. C. Purprs, 


Mr. MAnsrieLp. Our next witness is Mr. Marsh, of the mining in- 


dustry. Mr. Marsh, will you come up here and sit down and give your 
name and address and your business? 


STATEMENT OF HARRY W. MARSH, SECRETARY, IDAHO MINING 
ASSOCIATION, BOISE, IDAHO 


Mr. Marsu. My name is Harry W. Marsh, and I am secretary of 
~ — Mining Association, 304 Continental Bank Building, Boise, 

aho. 

Mr. Mansrievp. And will you proceed with your statement, Mr. 
Marsh? 

Mr. Marsu. Mr. Chairman, your attention is called to a statement 
in the Idaho Daily Statesman, dateline June 20, 1952, by Mr. John D. 
Bradley, executive vice president of the Bradley Mining Co., wherein 
he makes the statement that the heavy importations of antimonial 
products have caused the Bradley Mining to suspend operations owing 
to resulting heavy inventories overhanging the antimony market. 
Since this situation has taken place, however, foreign antimony opera- 
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tions have been curtailed due to low prices for antimony ore—and, of 
course, Bolivia’s output has practically ceased owing to the revolu- 
tion—but damage has already been done. It is estimated that present 
stocks will be exhausted later this year when the antimony market 
should become most acute—as a result of little production coupled with 
normal consumption. 

The operation of the Yellow Pine Mine of the Bradley Mining Co. 
supports a payroll of approximately 325 miners. Ofcourse, you know 
that means about four people to a man employed there being sup- 
ported—it means about 1,200 people or more. 

The mine is completely equipped with first-class housing for its em- 
plovees, utilities, water, electricity, telephones, school, recreation hall, 
and modern in every respect. The recreational facilities are far above 
average. A fully staffed first-class hospital is maintained at the mine. 

The Yellow Pine Mine is an open-pit operation fully developed 
and is capable of producing 2,500 tons of antimony, 99.5 percent ore, 
per day for sovenal years yet tocome. The ore concentrating plant is 
new in every department, the latest thing in rod mills, flotation cells, 
filter, thickeners, and dryers. Also it is equipped with a modern and 
electric furnace capable of producing each 24-hour shift approxi- 
mately 15 tons of 99.5-plus antimony metal or oxide. 

This operation for the last several years has produced better than 
90 percent of the Nation’s output of primary antimony. Neverthe- 
less, this output represents only about 10 percent of the Nation’s re- 
quirements for antimony during wartime. This operation is going to 
have to suspend for the present because of an indefensible metal-buy- 
ing program by the Defense Minerals Procurement Administration. 

As you, a Congressman, well know, thousands upon thousands of 
the American taxpayers’ dollars have gone into the development of 
and the building of ore concentrators and smelters in foreign countries 
that are now allowed to ship their product into the United States with- 
out regard to the economic situation that it has created. 

What, Mr. Bradley is up against is this: The Idaho miners’ wages 
plus the fringe that he receives amounts to compensation of $20.56 for 
an 8-hour shift or, in other words, the Idaho miner gets $2.57 per hour 
as against Bolivian wage scales of 7 to 9 cents per hour which also 
includes the fringe and social benefits. 

It is from Bolivia, Mexico, and South Africa that the big imports 
of antimony ore are coming. There is plenty of law already on the 
books in the buy-America plan, but it is being totally ignored by the 
Metal Purchase Division at this time. 

To illustrate the importance of the Yellow Pine Mine and smelter 
to this country’s defense and welfare, I list on a separate sheet ex- 
cerpts from the United States Bureau of Mines’ and Geological Sur- 
vey’s report on antimony to the materials office of the National Re- 
sources Board, dated March 1951. 

That is to show the position we are in. I am not going to take the 
time to read that. 

I also have two newspaper clippings from a local newspaper; one 
dated June 20, 1952, and the sisal dated July 11, 1952, which I think 
might be interesting in this connection. 

Mr. MAnsrtex. i am going to ask Mr. Palmer if he has any com- 
— Mr. Palmer represents the Defense Materials Procurement 
Agency. 
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Mr. Patmer. Mr. Chairman, the Defense Materials Procurement 
Agency is charged with the responsibility of sigs materials con- 
sidered essential for the defense program of the country. In other 
words, the Defense Materials Procurement Agency does not get them, 
it simply obtains those estimates from other agencies. 

When those estimates have been met and when the requirements of 
the defense agencies have been filled then, of course, the Agency has 
no further responsibility in procuring the materials. 

I find myself, Mr. Chairman, in complete accord with the position 
taken by Mr. Marsh, and I am sure that the position taken by Mr. 
Marsh would be the position of our chief, Mr. Jess Larsen, and Mr. 
Howard Young. 

Unfortunately, the provisions of the law are specifically set out 
and must be complied with in this particular instance. 

Mr. MANsrFrevp. Well, Mr. Palmer, what can this committee do to 
oe the situation which this producer is facing at the present 
time 

Mr. Patmer. Well, if the chairman would accept this sue¢gestion— 
taking the matter up with Mr. Small of the Munitions Board and 
getting the estimates of requirements of antimony increased in the 
provisions of the appropriations, the possibilities of reactivating this 
particular operation would seem to be increased. 

Mr. Mansrtetp. Now, Mr. Marsh, did I understand you to say that 
this mining operation produces in excess of 90 percent of the antimony 
production in this country? 

Mr. Marsn. In the United States. 

Mr. Mansrtevp. And even on that basis you are only able to supply 
approximately 10 percent of our needs? 

se Marsn. Our wartime needs; about 20 percent of the peacetime 
needs. 

Mr. Mansrterp. In other words, you are in about somewhat the 
same category as we are in on manganese? 

Mr. Marsu. Yes. 

Mr. Mansrtevp. Because in Montana, in the Butte and Philipsburg 
areas, we produce 90 percent of the domestic manganese mined, and 
that comprises about 10 percent of our needs. 

Now, it seems to me that we have taken special pains to try to in- 
crease manganese production domestically; but here we have a similar 
situation with antimony and if something is not done, why, it means 
that operation is going to close down and practically all of our do- 
mestic production will be lost. 

Mr. Marsu. It is closing right now. 

Mr. Mansrtetp. What would you suggest, Mr. Dalmas? 

Mr. Datmas. Well, Mr. Chairman—Mr. Marsh, is there any price 
problem in connection with this? ; 

Mr. Marsu. Yes. 

Mr. Datmas. Does OPS have a price ceiling? 

Mr. Marsn. They have—wait a minute. I wouldn’t want to make 
a statement on that ; I don’t know, but the prices were, 6 months ago, 
50 cents a pound f. o. b. Cascade, Idaho, last fall it was; and there 
wasn’t any market—there isn’t any sales, there is nobody buying that 
antimony. 

Mr. Datmas. Do I understand we are importing antimony while 
the domestic production is declining? 
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Mr. Marsu. We are importing 90 percent of the consumption of 
antimony at the present time. f 

Mr. Damas. And that is done through the Defense Materials Pro- 
curement Agency; do they procure that foreign supply or not?! 

Mr. Marsu. Well, as Mr. er said, they make the estimates. It 
has to go through the Munitions Board down there. : 

Mr. Datmas. I am talking about who actually purhases the foreign 
antimony. 

Mr. Paumer. They make the purchases. 

Mr. Datmas. Why is the Defense Materials Procurement Agency 
purchasing foreign antimony when the domestic production is allowed 
to wither on the vine? 

Mr. Pater. I am not informed well enough to answer that. I am 
simply stating that the procedure has been to enter into contracts to 
meet current requirements for peacetime and ey requirements, 
and undoubtedly certain contracts were entered into for foreign pro- 
duction at the same time that contracts were entered into for do- 
mestic production, and evidently—I don’t know whether this particu- 
lar concern had a contract or not. Do you know, Harry ? 

Mr. Marsu. I don’t know whether a prime contract—— 

Mr. Mansrtevp. If I may make a suggestion, I would think, Mr. 
Palmer—as a matter of fact, this committee will direct that when you 
return to Washington that you make this your first order of business 
and contact Mr. Jess Larson of the General Services Administration 
and Mr. Small, head of the Munitions Board, and call this particular 
matter to their attention and express to them the t interest of this 
committee and the desire that this picture be gone into thoroughly and 
that this sole producer of this vitally needed metal be given every 
consideration in the purchase and ‘stockpiling of antimony. 

This committee would suggest further that you, Mr. Marsh, send 
in a detailed letter to us, giving us the whole story, and we in turn 
will contact Mr. Palmer so that when he has that information at his 
disposal, then Mr. Palmer will give to this committee and to you the 
results of his findings. Is that all right? 

Mr. Marsu. May we take up some of our other metals later with 
you on this same proposition ? 

Mr. Mansrtevp. Go right ahead, any time. 

Mr. Marsu. Because there are some other—mercury, for instance. 

Mr. Mansrreip. Well, that is another thing that might need going 
into. Thank you, Mr. Marsh. 

(The newspaper articles and excerpts referred to in Mr. Marsh’s 
prepared statement are as follows:) 


{From the Idaho Statesman, June 20, 1952) 
BrapLteyY Says Imports Force Mine SHut-Down 


325 STIBNITE WORKERS AFFECTED BY GRADUAL CLOSURE OF OPERATIONS 


Cuicaco (AP)—John D. Bradley, executive vice president of Bradley Mining 
Co., San Franscisco, said Thursday that his firm has started curtailing operation. 
of its antimony mine at Stibnite, Idaho. 

Bradley said importation from foreign sources has “weakened the market to 
the extent that we are having trouble selling antimony.” 

But he added the shut-down at Stibnite would be gradual, “unless something 
drastic happens before then.” Mining operation will close in about a month, he- 
said, and smelting will close down about a month later. 
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Bradley said the Stibnite mine, the Yellow Pine Mine and smelter, produced 
about 90 percent of the Nation’s antimony. Its output supplied only 10 percent of 
the Nation’s antimony consumption during World War II, however. 

Bradley said the town of Stibnite is almest wholly operated by the company. 
He said the shut-down will affect 325 employees. Bradley said he didn’t 
know how long the mine would be closed, but he is “thinking in terms of months, 
not years.” 

Bradley said the company’s Ima tungsten mine, about 70 miles south of Salmon 


City, will not be affected. 


{From the Idaho Statesman, July 11, 1952) 
Srisnitz Soon To Become GHost Town 


POPULATION OF IDAHO MINING TOWN BEGINS EXODUS TO LOWLANDS 


By Bill A. Wheeler 


America’s antimony mining capital at Stibnite soon will be a temporary ghost 
town as a result of market conditions and the Bradley Mining Co. said Thurs- 
day a general exodus of the town’s population—once estimated at more than 
1,000—is under way. 

President John Bradley, in Boise Thursday to confer with Harry Marsh, sec- 
retary of the Idaho Mining Association, predicted a complete shut-down of op- 
erations by August 15. Mining operations halted 2 weeks ago, crushing stopped 
Wednesday, and the smelter will be closed by August 15 with only skeletal crews 
numbering about 30, left for the fall and winter. 

Bradley said that by today the regular payroll of 352 employes will have been 
reduced to one-third and employees are departing daily with their families to 
other jobs wherever they can be found. He said the firm is endeavoring to 
place its skilled workers “in an orderly manner,” or aid them in finding employ- 


ment. 
ROAD TO CLOSE 


No effort will be made to keep the Cascade-Stibnite road open next winter nor 
to risk maintaining crews toward the remote possibility of an overnight change 
in market conditions, he said. The company plans to maintain a limited main- 
tenance crew and exploration staff at the mine but with the road closed by winter 
they will commute by air. 

Since 1932, when Bradley established the mine, Stibnite has grown from a 
ghost gold camp to the Nation’s principal antimony producer, source of 90 per- 
cent of the United States output. 

In 1948, the company began construction of a smelter which was finished late in 
1949 to accept ores from the Yellow Pine Mine. At that time no other smelter 
could handle these ores on a basis profitable to the Bradley Co. 

In a report on the curtailment, Marsh said marketing difficulties for the 
smelter’s products—antimony oxide and metal—were encountered due to an 
“abnormal foreign production in 1951.” He said, however; this foreign pro- 
duction has since been drastically curtailed so that new supply of antimony is 
simaller than demand, yet inventories accumulated in late 1951 still overhang 
the market and probably will not be used until later this year. 


CONSUMPTION GOOD 


Sradley said that although the market has slumped, consumption of antimony 
oxide “is as good as ever—or even better.” 

He said consumers had not yet awakened to the fact there is no production 
and the market is still influenced by 1951 overproduction in South Africa and 
the heavy stockpiling by some industries such as Crane Co. and Kohler, manu- 
facturers of ceramics. 

Antimony oxide is used in flameproofed textiles, plastics, glass and pottery, 
frits and ceramic enamels, paints and lacquers. 

Although Bradley produces 90 péreent of the United States ontput, the domes- 
tie wartime production is estimated at only 10 percent of the consumption. 
Bradley said the United States output might amount to only about 20 percent of 
the domestic peacetime consumption. 
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GREATEST RESERVES 


The Yellow Pine mine is reported to have the greatest antimony reserves in 
the United States. 

Shutting down the mine also eliminates an important source of tunusten for 
the United States, Marsh said. During World War II the mine was the largest 
domestic tungsten producer and in recent years, although tungsten production 
has dropped sharply, it is still an important contributor to the national re- 
quirements, he said. 

Bradley said the mine will not be reopened until market conditions warrant. 
Exploration and research work will be continued. 

Stibnite has operated as a “company town” complete with schools, movies, 
recreation halls, athletic facilities, food and merchandise stores, ani! housing. 

The long and frequently rough road extending 85 miles from Cascade to the 
fringe of the great Idaho primitive area has been heavily traveled by hue freight 
trucks daily bearing equipment, parts, and supplies, and ore trucks bearing anti- 
mony oxide to the railhead at Cascade. 

Mech of the road travels along Johnson creek, past the famous Cox dude 
ranch and the community of Yellow Pine, a haven for trout and salinon fishing 


and big game hunting. 


Excerpts From THE UNtrrep States BurREAU oF MINES’ AND GEOLOGICAL SuRVEY’s 
RePorT ON ANTIMONY TO THE MATERIALS OFFICE OF THE NATIONAL RESOURCES 
Boarp, Darep Marcu 1951 


DOMINANT POSITION OF THE YETTOW PINE MINE AND SMELTER IN THE DOMESTIC 
ANTIMONY INDUSTRY 


S. page 4, paragraph 3: “Outside the Yellow Pine area, United States proved 
reser\es are not large, and self-sufficiency is far from possible under conceivable 
conditions.” 

S. page 8, paragraph 6: “The principal antimony-mining company in the United 
States is the Bradley Mining Co., ope’ating the Yellow Pine mine and smelter 
in Idaho. It is estimated that this one property contains more than half the 
United States reserves.” 


PRECARIOUS POSITION OF UNITED STATES ANTIMONY SUPPLY 


I, page 14, paragraph 1: “In case of national emergency, unless the stockpile is 
adequate and unless other satis/actory salts can be developed for fireproofing, 
bomb painting and camouflage paints, a definite and dangerous antimony short- 
age could develop.” : 

I, page 15, paragraph 1: “The substitution of other metals for antimony, in 
an emergency, although feasible to a limited extent, is restricted by the necessity 
of making changes in production techniques and factory equipment, as well as by 
the fact that many of the substitute materials would also be in short supply.” 

IV, page 16, paragraph 3: “Even with increases in imports of ore from South 
America and in domestic mine production, antimony was scarce throughout 
1941, and some metal had to be withdrawn from Government stockpiles to re- 
lieve the shortages.” 

IV, page 21, paragraph 5: “It may be seen from the graph on the following 
page (fig. IV-2) that the United States imports a large share of the world's 
mine production of antimony. These imports usually constitute one-third to 
one half of the total world production.” 

IV, page 41, paragraph 4: “Because of uncertain prices, operators are reluc- 
tant to make the capital commitments for mechanization.” 

IV, page 41, paragraph 4: “Producers in the Western Hemisphere have been 
reluctant to open up or continue operations on low-grade deposits that may prove 
to be only short-lived, even under the stimulus of high prices. In particular, a 
high production level in the United States depends wholly upon high prices 
maintained over long periods.” 

IV, page 42, paragraph 1: “During the war, it was found that a sustained high 
level of production in the Western Hemisphere could be accomplished only by a 
price guaranty, together with agreements whereby a purchaser would buy the 
entire year’s production.” 

V. page 22, paragraph 1: “This table shows that the United States (which 
normally produces only small quantities of antimony from domestic mines) 
and the United Kingdom (which produces no ores at all) consume nearly half 


of the annual available new supply of antimony.” 
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NEED FOR ADEQUATE STOCKPILE 


IV, page 37, paragraph 1: “After consideration has been given to the annual 
requirements of antimony in the United States and to its deficient position with 
regard to domestic reserves of this strategic metal, the need for maintaining 
adequate stock becomes apparent. This would be particularly important during 
an emergency, when consumption of antimony would be greatly increased and 
supply free from outside sources might not be readily available.” 

S, page 12, paragraph 8: “In an emergency the United Kingdom and Canada 
may also have to be supplied with their antimony requirements.” 

S, page 12, paragraph 3: “Canadian production is small and the supply lines 
from South Africa and Australia are difficult to maintain.” 


DIFFICULTIES IN OBTAINING ANTIMONY FROM ABROAD DURING AN EMERGENCY 


S, page 11, paragraph 3: “Within 3 years Bolivia may be able to supply 16,000 
tons annually. However, if there were transport difficulties it might be neces- 
sary to increase production as much as possible from Mexico thereby reserving 
available shipping space for materials more urgently needed from Bolivia, such 
as tin and tungsten. In time of an emergency, the limited labor supply is the 
most difficult problem faced by the industry in both Mexico and Bolivia; other 
strategic minerals compete for the labor supply.” 


SUPPLIES FROM CHINA (FORMERLY WORLD'S CHIEF PRODUCER) NOT AVAILABLE 


V, page 13, paragraph 5: “It is extremely doubtful whether any large quanti- 
ties of antimony will be forthcoming from China in the near future. As far as 
is known, currency inflation, transportation difficulties, a shortage of operating 
supplies, and the Communist occupation have kept the antimony industry from 
being rehabilitated to the extent that it can be again looked upon as an important 
source of material for the world market, even if international trade conditions 
were restored to normal.” 

8S, page 4, paragraph 6: “With China now in the Soviet orbit and therefore cut 
off as a source of antimony for the United States, * * .*” 

Mr. Mansrtevp. Is Mr. Mel Claire, of the wool growers, present ? 

Mr. Cuatre. Yes. I haye no prepared statement. 

Mr. Mansrtecp. You are Mr. Claire? 

Mr. Cuatre. I am here as an observer; yes, sir. 

Mr. Mansrtevp. Is Mr. Paul Mills present? 

Mr. Suerwoop. Representative Mansfield, Mr. Mills was called 
away and asked me to substitute for him on his statement and present 
it for him. 


STATEMENT OF ART SHERWOOD, ASSISTANT MANAGER, BOISE 
CHAMBER OF COMMERCE, ON BEHALF OF PAUL MILLS 


Mr. Suerwoop. I am Art Sherwood, assistant manager of the Boise 
Chamber of Commerce. 

The House and Senate last week passed the fair trade bill, 64 to 16. 
Our retailers and wholesalers urge that Representative Mansfield, 
representing the committee, wire President Truman at the conclusion 
of this hearing this morning, requesting that for the maintenance of 
employment and for the protection of small business everywhere he 
sign H. R. 5767 promptly in the public interest. 

Mr. Mansrterp. Is that your statement? 

Mr. SHerwoop. Yes. 

Mr. Mansrretp. The committee has already requested the President 
to do this, I will say, and I believe every member of the House Small 
Business Committee voted in favor of the fair trade bill. 

Mr. Suerwoop. Thank you very much. 

86267—52—pt. 43 


2870 SMALL BUSINESS AN) THE NATIONAL EMERGENCY 


Mr. Mansrtetp. So all we can do now is wait and see what the 
President will do. 

Mr. Suerwoop. Thank you. 

Mr. Mansrtevp. Is Mr. Ray Strawn here? 

Mr. Suerwoop. Mr. Strawn is not here, either. He was to testify 
on the same matter. 

Mr. Mansrtevp. I see. Is Mr. A. B. Wheeler here? 

Mr. Wuee er. I am here, but I really have no statement to make 
other than what has already been covered. 

Mr. Mansriecp. Thank you, Mr. Wheeler. 

Mr. Ray Norquist? 

Mr. Norquisr. I am here. 

Mr. Mansrtevp. Will you take the chair and give your name and 
address and business? 


STATEMENT OF RAY NORQUIST, WESTERN STEEL 
MANUFACTURING CO. 


Mr. Norquist. My name is Ray Norquist, of the Western Steel 
Manufacturing Co. This is more or less an individual problem, I 
guess. 

Mr. Mansrievp. That is what we are here for. 

Mr. Norquist. Bachelor Foundry and our company bid on a job 
at McNary Dam and we were low on the over-all picture for the over- 
all job, at $296,000. We were about $8,000 low. 

But, when it came to the time to award this job, they did not award 
it tous. They broke it down into items and awarded a part of it—I 
will read you what it says under the award. 

This is the invitation to bid, “Subject to all rights herein reserved 
the work will be awarded as a whole to one bidder.” 

There are six items in that bid, consisting of sluices, sluice control 
ways with hydraulic pumping units for sluiceway control; the serv- 
ices of a supervising engineer for installation of hydraulic tests*and 
services of one master mechanic for installation and testing of hy- 
draulic pumping units, and so on. 

Naturally, we thought that we would get the whole job, but we 
were only awarded one job and Bachelor Foundry’s part of it; they 
did not receive any of it. And all the jobs that they had let before, 
they had been let to one bidder. 

Now, they are holding us to the item No. 2 which we had figured 
would amount to $63,000, which we were rather low on, and they have 
gone and gotten us over a barrel, of course, because we had to put up 
a bid bond, and I had to send in my performance bond the other day, 
that we will go ahead on the award for the No. 2 item. 

Now, the Bachelor Foundry has done a lot of work and spent a lot 
of time and made several trips over there with us, but they did not 
secure anything—that was given to a firm in Ohio. 

Mr. Datmas. Was a firm in Ohio low bidder? 

Mr. Norqutst. Low on that item, yes. 

Mr. Datmas. How did your concern stand on the over-all picture? 

Mr. Norquist. Well, we were low on the over-all picture, and we 
were bidding and the Bachelor Foundry—we were the prime con- 
tractor, Bachelor was the subcontractor to us and we were low on the 
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over-all picture, and before that, they had been awarding these bids 
to the low bidder on the whole, in other schedules. But I guess that 
maybe somebody higher up had said that they better do it the other 
way. 

Mr. Damas. Were the bids f. o. b. destination ¢ 

Mr. Norquist. That is right; f. 0. b. McNary Dam. 

Mr. Mansrievp. Army Engineers? 

Mr. Norquist. Army Engineers. 

Mr. Dautmas. There was a provision in the bid that allowed them 
to sphit the contract, did you say? 

Mr. Norquist. You mean 

Mr. Damas. I mean, did the invitation—do I understand that the 
invitation read that they could split the contract by items ? 

Mr. Mansriecp. You did say, subject to certain reservations—— 

Mr. Norquist. It says “subject to,” but then they turn around and 
contradict themselves. They said that the work will be awarded as a 
whole to one bidder, and then they said that the Government may 
accept any part or group of items, it says that in here. 

Mr. Mansrtevp. Does that come under the Walla Walla or Portland 
office ¢ 

Mr. Norqutst. It comes under Walla Walla. 

Mr. Mansrtevp. Is that the closest Army Engineer office to Boise? 

Mr. Norquistr. That is right. 

Mr. Mansrtevp. You have no district office here? 

: Mr. Norquisr. There is an oflice here, pertaining to Lucky Peak 
Jam. 

Mr. Mansriexp. Did the office here have anything to do with this 
particular bid? 

Mr. Norquisr. No, they did not. 

Mr. Mansrieip. Well, about the only thing I could suggest there, 
Mr. Norquist, would be for you to send in a detailed summary of this 
particular bid and let the committee look into it and see what we 
could do. 

If we had a representative of the Army engineers here, we would 
try to get some action immediately, but unfortunately we have not, 
so that is about the only thing we can do at the present time. Is that 
satisfactory ? 

Mr. Norquisr. Surely. 

Mr. Mawnsrirezp. And I would suggest also that when Colonel 
Philipps returns, that you might discuss with her your problem, 
Will you do that? 

Mr. Norquisr. Yes, sir. 

Mr. MansFrevp. Thank you, Mr. Norquist. 

Our next witness is Mr. TC. Anderson. 


STATEMENT OF T. C. ANDERSON, BLACKFOOT, IDAHO 


Mr. Anperson. I am T. C. Anderson and I am from Blackfoot, 
Idaho, and I represent the small miners in that country, particularly 
myself, and there is one question I came 300 miles to by and that 





is why—one question, why our Government permits to pay more for 
foreign lead and copper and zinc than they will pay us poor little 
miners in this country. 





2872 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Mansrtevy. Well, Mr. Anderson, that is a question that has 
bothered a lot of us. I will turn it over to Mr. Palmer and see what 
answer he can give. 

Mr. Patmer. The answer is that the Office of Price Stabilization 
authorities are trying to maintain an economy in the United States 
which is not inflationary. Their jurisdiction does not extend over 
foreign governments outside of the boundaries of the United States. 

It is recognized, of course, that we are the largest consumers of 
these metals; and our experience has been that we do not always 
enjoy cooperation from foreign governments as much as we enjoy 
from the patriotic producers within the United States. 

I think the conclusion is that as the supply and demand picture in 
the United States adjusts itself, that you will see and have seen a 
leveling off of prices for metals both at home and abroad. 

Now, I will say to you that there is much misunderstanding on this 
subject. Upon careful examination I find that the price paid by the 
Government agencies for stockpiling purposes has been identical with 
the price paid for metals produced within the United States. 

I think, Mr. Chairman, that is the soundest answer that could be 
given to the question. 

Mr. Mansrtevp. In other words, Mr. Palmer, what you are saying, 
as I understand it, is that although there may be and there is a wide 
differentiation between domestic prices for certain metals and world 
prices, that the United States Government does not pay the world 
price for the metals which are in short supply at the present time. Is 
that correct ? 

Mr. Patmer. On lead and zinc. 

Mr. Mansrtexp. On lead and zinc and as far as copper is concerned, 
it seems to me that I recall that due in part at least to the Chilean 
difficulties recently, that there has been an increase allowed in the 
purchase of copper. Is that correct? 

Mr. Paumer. There has been an increase allowed between the two 
Governments, not to the producers. 

Mr. Mansrrexp. I see. 

Mr. Patmer. The general impression, Mr. Chairman, is that the 
producers of copper outside the United States receive more per pound 
for copper than producers within the country. It is my information 
and I consider it absolutely reliable that the differential in price is 
paid to the foreign government and not to the producer outside the 
country. 

Mr. Anperson. Now, when I came down here on the train, I met a 
representative of the electrical firm here in Boise, and that mornin 
he had just gotten a bill on a carload of copper wire and they ha 
taken the ceiling off of copper with Chile—the gentleman over there 
* of inflation. They inflated that carload of copper $1,000 and 
they would not pay us any more. Now, let me—— 

Mr. Mansrrevp. Of course, they very seldom pay the primary pro- 
ducer because, as is pretty well known, it is the fabricating and not 
the producing—— 

Mr. Anverson. Well, that is true, but let me recite another incident 
at my home. I was called up one morning and he said, “Come down 
to the city warehouse.” 

There they had 8 or 10 tons of metal piled up that they were using 
on the sewer project and it looked all right on the top of it but when 
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you turned it over there was a well-known smelting company’s name 
on the back of that, a Mexican company. 

That day that I was there the price of lead in this country was 
pegged at 17 cents and I looked at the invoice of that shipment and 
they had paid 24 cents for that in Mexico. Now, if I could have gotten 
mine into Mexico I could have gotten 24 cents for it. 

Mr. Mansrie. Yes. 

Mr. Anvrrson. Now, why is that? 

Mr. Mansrteitp. Mr. McCormick, do you have any comment? Mr. 
Leo McCormick is with us, from the OPS. 

Mr. McCormick. Mr. Anderson, I would like to sit down and talk 
with you, with a couple of members of our staff here. 

Mr. ANperson. I would be glad to. 

Mr. McCormick. I think that might be of some help to you. I 
would like to get to the basis of it. 

Mr. Anperson. I would be glad to talk with you. 

Mr. Mansrietp. Now, Mr. Anderson, we have several men here, 
gentlemen who want to be heard on mining and when they are heard, 
suppose that you and Mr. Marsh and Mr. Schultz and Mr. Murphy 
meet with Mr. McCormick and see what can be done. 

Mr. Anverson. I would be glad to, and I will say that I don’t like 
that kind of treatment because I don’t think it is right. 

Mr. Mansrrexp. Well, this is the place to get it off your chest. 

Mr. Anperson. Well, that is what I thought. I have that one thing, 
and I would like to take it out on somebody, I don’t know who. 

Mr. Mansrtevp. Well, you can take it out on us. 

Mr. Anperson. Thank you. 

Mr. Mansrrevp. When we get through with the other mining men, 
you could meet with Mr. McCormick. 

Mr. ANverson. I would be glad to. 

Mr. Mansrrevp. Our next witness is Mr. Schultz. Will you come 
forward and take a seat, Mr. Shultz, and give your name and address 
and business to the reporter. 


STATEMENT OF HARRY A. SCHULTZ, MINER, IDAHO CITY 


Mr. Scnuttz. My name is Harry A. Schultz. My address is Idaho 
City, and my business is mining. Well, the address is in care of the 
Idaho Cit Stage. The post office is in Boise but the stage brings that 
individual mail there. 

I have not had time, due to the short notice, to prepare a statement, 
so it will be all off the cuff. 

But my trouble is that nearly 20 years ago I bought a group of 
mining claims up here on the Boise River. Well, for about 4 or 5 
years we applied for patents and when we were ready for a patent, 
why, the records were entirely different from the time that we made 
inquiry in the land office in the first place, and we were assured and 


I have letters signed by the registers and so forth in regard to the 
status of these claims, and stating that there is no reason why a valid 
ys ay claim could not be made on that particular ground and so 
orth. 
Anyway, it comes to the point where our transactions in the busi- 
ness have been with the Army engineers and I want to say that up 
to date we feel that they wanted to be fair and our dealings with them 
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have been very pleasant, but it seems that due to the discrepancies in 
the land office records, they just threw up their hands and said, “You 
couldn’t go ahead, they don’t tally with the books, and they would 
have to be turned over to someone else,” and finally we were told that 
the land management had others where they could decide the value 
and validity of the claims. 

Well, since that time, we have been—well, in a suspension, of course, 
and they have been calling on us and we have had to have affidavits 
and a lot of everything else. 

In other words, I purchased a group of mining claims in 1933, and 
after following out the instructions of the Department of the Interior 
through their pamphlet No. 1275, instructions how to loeate a —s 
claim and present use, to get the status of mining claims on the groun 
on which these mining claims are or are expected to be—I was assured 
by the district office at Blackfoot that they went through the records 
there and I was assured that this particular ground, that I had given 
them the legal description of, was free from any withdrawals and was 
a valid mining location, a valid mining location could be made thereon. 
Then later I got several letters practically repeating what I was told 
over there. 

But it seems that even today the validity is being questioned on 
some of them. They closed us down in 1942. 

Now, after this is settled, why, the next question is, Where are we 
going to continue to mine? We have those quartz claims and placer 
claims, several hundred feet above the high-water mark or the con- 
trol line, where it will be. That is, after these claims were inundated 
by the backwaters we could continue our means of livelihood by mov- 
ing up on other claims that they are not taking, although one of those 
claims they are taking, a few acres—well, on one of them about half, 
taking all the development, cross-cutting everything except the dead 
end of the claims, which they don’t expect to pay for, of course, which 
will make the development or the working of that particular mine, will 
make it impossible to mine it. On another claim I understand that 
they require about 4 or 5 acres, also taking on the development. that 
has been done on the claims and leaving us the balance. 

On top of this, we have a road on what we commonly call the south 
side of the river, where we brought in the supplies, and that road— 
well, it seems that they won’t recognize it. We have used it for 
nearly 20 years. It is established and it is a road that goes back, 
I think, away back in the nineties. We also understand it was part 
of the old Oregon Trail. 

Now, that road, of course, will be inundated by the backwater, and 
we would be deprived of means of ingress and egress to it. Now, we 
could move up, and we have two cabins up there now and we could 
continue our mining, but as to getting supplies—well, the only satis- 
faction that we could get out of them, if it can be called satisfaction 
or an answer, is that we could get a boat and put a kicker on it. 
{Laughter.] Well, even if we do that, we will be 10 miles off of the 
location. I suppose they expect me to pack the supplies on my back. 

Now, I don’t know about this road, that is going to bring up quite 
a question, I suppose, quite a fight. But we have used it for nearly 
20 years and it is established in the court records here in Idaho. We 
hardly know what to do, and we were told that we maybe could get 
some information here. 
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Mr. Mapermin. Well, Mr. Schultz, have you written to your Con- 
gressmen # 

Mr. Scuuttz. I believe I wrote a letter once, a year or so ago. 

Mr. Mansrtevp. Tell me this. Is there an office of the Bureau of 
Land Management here in Boise? 

Mr. Scuuttz. Yes. 

Mr. Mansrieip. And you had contacted them ? 

Mr. Scuvuttz. Yes. In fact, we have been served with—well, what 
is it—a decision, I believe, and we filed our necessary affidavits ap- 
pealing the decision. In fact, I have appealed other decisions on 
other claims. 

Mr. Mansrtevp. Mr. Dalmas? 

Mr. Daumas. This is entirely a new problem to me, Mr. Chairman. 

Mr. MAnsrtexp. It is a new one to me, too, but I have had some 
experience in my State. I would suggest that you, Mr. Riley, get 
hold of the representative of the Bureau of Land Management here 
and sit in with him and Mr. Schultz to see just what this story is. 

Mr. Ritey. After the hearing we might be able to get in touch 
with you. 

Mr. Scuutrz. All right. Thank you, sir. I think that is all. 

Mr. MANsFIe tw. Thank you, Mr. Schultz. 

Our next witness.is Harry Murphy. Will you give the reporter 
your name and address and business, your occupation. 


STATEMENT OF HARRY B. MURPHY, PRESIDENT, IDAHO-CANADIAN 
DREDGING CO., BOISE, IDAHO 


Mr. Murruy. My name is Harry B. Murphy, president of the Idaho- 
Canadian Dredging Co. of Boise, Idaho. 

I have written, Mr. Chairman, a letter addressed to this committee 
which covers all that I have to say on the matter and I want to present 
it to you; or with your permission, I will read from the letter. 

Mr. Mansrtevp. Go right ahead. 

Mr. Murpny. The letter is dated July 11, 1952, addressed to the 
Honorable Mike Mansfield, Member of Congress, chairman of Sub- 
committee No. 1 of the House Small Business Committee, for the 
hearing to be held in Boise on July 12, 1952. 

Iam Harry B. Murphy, president of Idaho-Canadian Dredging Co., 
whose office is located at 504 First National Bank Building, Boise, 
Idaho. 

I wish to call to your attention a few facts regarding the production 
of monazite and ilmenite in the Cascade area of Idaho. 

There are three bucketline dredges operating in this area producing 
the above-named minerals are as follows: Baumhoff-Marshali, Inc., be 
Warren Dredging Corp., Idaho-Canadian Dredging Co. 

The Monazite produced by these companies is being sold and de- 
livered to commercial users and also filling a Government order issued 
by General Services Administration for stockpiling purposes. 

The Atomic Energy Commission, working through personnel sup- 
plied by the Bureau of Mines, has been carrying on a program to 
search for deposits of monazite for the past several years. They have 
located. an area of considerable size in the Cascade area of Valley 
County, and some other areas in Idaho. The men with whom we have 
contact seem to be very anxious to find sources of monazite within 
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this country and it is considered of great importance to the national 
economy and national defense. 

The amount now being produced is not sufficient to meet the needs 
of commercial users and to also supply the Government needs for 
stockpile. The commercial users indicate a very definite desire for 
immediate increased production. We also received the impression 
that further production is desired by the Atomie Energy Commission 
or Government agencies. 

The Cascade area and the dredges above-mentioned are the only 
source of monazite of any quantity within the United States. Mona- 
zite is produced in Brazil and was formerly shipped to this country 
but now has been restricted by the Brazilian Government. Monazite 
is also produced in India but has been restricted from export. We 
have heard recently that another source in South Africa has offered 
a supply of monazite to be shipped over a period of years to’a certain 
commercial user. 

The companies operating the dredges above-mentioned, and possi- 
bly other people, might be interested in increasing production from 
the Cascade area or other areas provided these companies felt safe 
in making further investment and that the market would continue 
to absorb the product produced for a long enough period of time 
to be able to amortize their investment and make a profit. We, who 
are now operating, feel that if the country’s economy or the Govern- 
ment or the combination of both requires further production, the 
Government, through one of its agencies, should guarantee to take 
all surplus production above that required by commercial users at a 
set price for a period of not less than 5 years. Guaranties of this type 
have been adie in the case of other metals or minerals by Govern- 
ment agencies and are now in existence. This type of guaranty 
therefore, is not a new procedure. 

We, as operators, do not know what action various Government 
departments may take in regard to bringing monazite in from either 
Brazil or India or some other foreign source. If we make additional 
investment to produce monazite which, at the present time, is urgently 
re <r and then a large supply is brought in from a foreign source 
either at the present price or at a lower price, our market may be 
absorbed and we would be left with our investment and no market 
for our product. We, therefore, cannot feel justified in adding to 
our investment without some guaranty which assures us of some de- 
gree of safety. We feel very strongly that the safety of this country 
requires an ample supply of monazite produced in this country. In 
case of war we might not be able to obtain monazite from the various 
foreign sources. 

The production of monazite is very closely associated with the 
mineral ilmenite. Ilmenite is an ore of titanium. The field for titan- 
ium is developing very rapidly. All of the present production of 
the ore and the plants using the same are located in the eastern part 
of the United States. Practically all of the present production is used 
in the production of titanium oxide for paint pigment. The pro- 
duction of the metal titanium has great possibilities and is only in the 
beginning stages with a few thousand tons of production. The devel- 
opment of the titanium metal business will increase the demand for 
the ores of titanium tremendously. 
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The present dredges mentioned herein now have a sizable stock- 
pile of ilmenite and are producing monthly a very sizable tonnage 
of ilmenite which will add to these stockpiles. There is no present 
market for ilmenite in this location because it cannot stand the freight 
charges to ship to eastern points. New processes for the production 
of titanium metal are rapidly being developed and the industry will 
very soon require every possible source of ilmenite. We feel that here 
again is a product which should be conserved for future use in this 
country. The use of this product will require the installation of fa- 
cilities in this area to make use of the product or to at least treat it 
in a preliminary way before being shipped to the point of production 
of the metal. 

The area in Valley County where monazite exists in sufficient quan- 
tities to justify an operation for monazite alone is very small. If, 
however, there was a market for the ilmenite the area which might 
be economically worked for monazite would be increased manyfold 
and would assure an economical monazite source for a great many 
years. We feel, therefore, that the Government should buy and 
stockpile this ilmenite locally for future use, primarily because it 
will assure a source of monazite for a long period of years in the 
future and it will save the product for use in the very near future as 
the titanium metal business expands and demands ore from every 
possible source. We understand that at the present time a very large 
aye of the titanium metal uy J produced is being supplied for use 

y the armed services and that the future demand will be tremendous 
in this field alone as the improvement in production lowers the cost 
of the finished product. 

We have discussed both of these matters—the guaranty on monazite 
and the stockpiling of ilmenite—with the men with whom we have 
contact from the Atomic Energy Commission. These men seem per- 
sonally to think very favorably of both of these ideas and will un- 
doubtedly discuss it with their superiors. 

We feel that some action by this committee, if they feel favorable 
to these suggestions, might help to put the suggestions into effect. 

Respectfully submitted, Baumhoff-Marshall, Inc., by A. F. Baum- 
hoff, president; Warren Dredging Corp., by A. F. Baumhoff, presi- 
dent; Idaho-Canadian Dredging Co., by Harry B. Murphy, president. 

Mr. Mansrteip. Well, Mr. Murphy, there is a short supply in this 
country of monazite sands which are needed by the Atomic Eenergy 

mmission. 

Now, I recall the wheat loan to India and one of the reasons why 
that loan went through was because of the fact that India had been and 
I thought still was furnishing us a certain amount of her monazite 
sand output. During the course of the debate on that, every member of 
the Atomic Energy Committee of the House, both Democratic and 
Republican, spoke on this particular subject and emphasized the fact 
that this was vitally needed for the development of atomic energy 
and that it was in very, very short supply in this country. 

Mr. Palmer, do you have any comments to make? 

Mr. Parmer. No. As Mr. Murphy has stated about taking the mat- 
ter of monazite production up with the Atomic Energy, I presume 
you are making some progress at the present time. 

With reference to ilmenite, I am advised that the Defense Ma- 
terials Procurement Agency has at the moment an official representa- 





2878 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


tive of the agency who is making a survey of the possibilities of a 
marketing program for ilmenite in the State of Idaho. 

I wonder whether you have been in touch with him and if you have 
not you might get in touch with him and get some detailed information. 

Mr. Murrny. I have been in touch with him. I did not know 
there was such a survey, such a program. 

Mr. Patmer. Those were my instructions. 

Mr. Mansrretp. Well, Mr. Palmer, could you find out who this 

ntleman is and see to it that he gets in touch with Mr. age ic 
| arene I am quite sure that both of these materials are very vitally 
needed at the present time. 

I imagine, as far as the monazite sand is concerned, that will be 
a subject for negotiations between you and the other concerns with 
the Atomic Energy Commission. Have they expressed an interest? 

Mr. Murpny. Well, the Atomic Energy Commission has un- 
doubtedly provided the finances for the program of looking for mona- 
zite in this country, finding sources, as I understand it, of monazite; 
but as I understand it, the Atomic Energy Commission has not ex- 
— in any way money for the purchase of those products. They 
1ave been looking for sources. 

We do not ourselves know what amount—or whether the Com- 
mission itself wants these products; I mean, whether they want to buy 
them. They are not purchasing. 

Our situation is that we are the only ones producing these products 
and we are supplying commercial users and we cannot keep them 
supplied with their needs at the present time. 

The Government, through one of its agencies, the General Services 
Administration, has placed a stockpiling order which we are also 
supplying. Now, the commercial users urge greater production. 

Well, we might be willing to produce more but we do not know 
what action might be taken by the Government in bringing in mona- 
zite, we will say, from India or some other place, and if we make an 
investment and try to supply the cundunichel users and also the stock- 
Hoe they may come in a year from now to make arrangements to 

ring in this monazite and we would be out of business. 

Mr. Mansrtevp. Well, you have a point there, that is-true. As far 
as the civilian monazite is concerned, I think that is completely re- 
stricted. It is my understanding, as I stated earlier, that we were 
getting some monazite from India. How much, I don’t know. But 
I think preference should be given to our local producers and as 
much security as possible in the way of long-term contracts, so that 
they can plan ahead with some degree of security for themselves and 
their business. 

Mr. Murrpny. I don’t mean to contradict your statement, but as 
far as we can find out, there is none coming from India. 

Mr. Mansrretp. Well, I was not sure, so you are not contradicting 
my statement. I do not know for sure. 

Mr. Mureny. The other point is, the commercial users of mona- 
zite are working on very important contracts, quite largelv for defense 
requirements. They cannot get sufficient monazite. What we are 
supplying to the Government is going into the stockpile even though 
the immediate needs require more. 

Now, if we could supply the commercial demand by adding to our 
facilities—well, if we did that, if we added to our facilities*and then 
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through the State Department they negotiate a deal to bring in mona- 
zite, we would be out of business as far as new production is concerned. 

It just seems to us that they should make up their minds if that 
additional production were needed, that they should in some way 
guarantee the using of it and the taking of it for a period of time 
to justify the additional investment. 

Mr. Mansrrexp. That sounds reasonable. 

Mr. Murpny. And that we have suggested, as I say, to the men that 
we know in the Atomic Energy Commission, but we do not know what 
the Commission itself thinks on the matter. 

Mr. Mansrtetp. Well, Mr. Murphy, your statement sounds reason- 
able to the committee and as soon as we get back to Washington late 
next week we will take this matter up with the Atomic Energy Com- 
mission and also with the General Services Administration. 

I think that the record ought to show that this committee was very 
responsible for setting up a small-business division within the Mutual 
Security Administration and the purpose is, as far as we are con- 
cerned, to protect domestic industry as much as possible. So you 
will be hearing from us, Mr. Murphy, and we are delighted to have 
your testimony. 

Mr. Datmas. Mr. Chairman, 

Mr. Mansrtievp. Go right ahead, Mr. Dalmas. 

Mr. Dautmas. What you have in mind primarily, Mr. Murphy, is 
that you want to increase your production to satisfy present com- 
mercial needs but you do not want to be left holding the bag. There- 
fore, you want one of the Government agencies, the appropriate one, 
to give you what might be called a stand -by contract that, in the ev ent 
arrangements were made with foreign governments to bring in mona- 
zite, that they would take into the stoc kpile the domestic production 
that you could not sell commercially. 

Mr. Murreny. Into the stockpile at the same price. Now, they have 
done that in the case of other minerals. 

Mr. Mansrtevp. You would be willing to sell your monazite to the 
Government at the same price as commercially ¢ 

Mr. Murrny. The price is the same; no different. 

The only thing is that the General Services Administration pur- 
chases that which they have been told to purchase, a certain quantity. 
They probably do not know the needs of the commercial users. That 
is not their business. 

Mr. Mansrtetp. That is right. 

Mr. Morrny. And therefore they might not be urging this addi- 
tional production themselves. You know, they have been told to buy 
so bp tons, so they might not be urging "the production. 

I do not know what the Atomic Ener gy Commission urges. We 
only know they are spending lots of time and money in trying to find 
other sources. 

Now, it is not ourselves that want to produce more. We have a feel- 
ing that these commercial users who want monazite and their customers 
who are producing, especially jet engines, cannot get monazite to fill 
their needs and that somebody must produce more. They have been 
out here urging it. 

Mr. Mansrtevp. Well, we will look into this matter. Thank you 
very much, sir. 

Mr. Murrny. Thank you, sir. 
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(Additional information was supplied by Mr. Murphy as follows :) 


IpAHO-CANADIAN Dreporne Co., 
Boise, Idaho, July 14, 1952. 
Hon. MrkE MANSFIELD, 
Member of Congress, Chairman of House Smali Business Committee, 
House of Representatives, Washington, D. C. 

Dear Sr: I refer to the recent hearing of your committee held in Boise on 
July 12, 1952, at which time the writer presented a matter relating to monazite 
to the attention of your committee and filed with you a letter covering this 
situation. 

I wish to bring to your attention a further development in connection with 
the subject of monazite. One of our customers who are users of monazite (Rare 
ERarths, Inc., Box 488, R. D. No. 4, Paterson, N. J.—Henry H. Mandle, president) 
is in desperate need of some deliveries of monazite if they are to stay in business 
until further production can be arra 

Our company is supplying material for a stockpile order issued by General 
Services Administration to Warren Dredging Corp. (contract No. GS-O00P-0964 
(SCM), dated July 3, 1951). We are required under this order to supply 100 
tons per month. 

We have supplied several carloads of monazite to Rare Earths, Inc. The 
General Services Administration permitted the shipment of two carloads of 
monazite to Rare Harths, Inc., before shipment on General Services Administra- 
tion order. Our production has not been sufficient recently to supply the 100 
tons per month on the GSA order and to also supply the urgent needs of Rare 
Earths, Inc. 

Mr. Mandle of Rare Earths, Inc., is trying to make an arrangement so that 
General Services Administration will allow a delay in their order and thus permit 
a carload or a few carloads of monazite to be shipped to them alternately with 
shipments of GSA order until such time as Rare Earths, Inc., can obtain other 
sources of monazite. This arrangement would only mean a delay in time of 
filling the GSA order which should not be any serious matter to the stockpile 
whereas it does effect the very existence of this monazite user. 

Mr. Mandle or bis representative will contact you or the committee’s executive 
officer for the purpose of discussing the matter with you. 

Our sole interest in the matter is to see that this small business is not put out 
of existence. We understand that this company is supplying products produced 
from monazite which are urgently needed in the present defense effort an‘ that 
something should be done to keep them in production until further monazite 
sources can be arranged. 

We will greatly appreciate any assistance which you may be able to give in 
eonnection with this matter, 


Respectfully submitted. 
IpAHO-CANADIAN Dreperne Co. 


sy Harry B. Murpny, President. 


Mr. Mansrteip. Mr. Haroldson. 


STATEMENT OF EARL HAROLDSON, REPRESENTING THE INDUS- 
TRIAL COMMITTEE OF THE BOISE CHAMBER OF COMMERCE 


Mr. Harortpson. My name is Earl Haroldson and I am here repre- 
senting the industrial committee of the Boise Chamber of Commerce. 

We in Boise, as has already been pointed out, are away out, you 
might say, in the sticks by ourselves and we have some problems rela- 
ting to that. 

We of the industrial committee are most desirous of furthering our 
existing industries, of looking after their welfare. In addition, we are 
very desirous of attracting new industry to our area, as we feel that 
we have many advantages to offer here for the location of industries. 

The present national emergency tends to handicap our efforts because 
being a small isolated community we have not been able to avail our- 
selves of defense work and at the same time our normal business has 
been curtailed due to lack of materials and lack of work, to the end 
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that we are currently losing our skilled labor to the defense centers of 
the coast. And it has not hel our local industries, to have ads in 
the newspapers telling about the fabulous pay and all the advantages 
of working in Texas or southern California. 

For that reason we are very happy to have had the committee here, 
the congressional committee and you, Representative Mansfield, to meet 
with us and give us an opportunity to present some of our problems 
that we have here. On behalf of the committee I want to thank you. 

Mr. Mansrievp. Thank you, Mr. Haroldson. 

Now, I wonder if Mr. Marsh, Mr. Anderson, Mr. Schultz, and Mr. 
Murphy will meet with Mr. Palmer in the lobby. 

(Discussion off the record.) 

Mr. Mansrieip. Our next witness is Mr. Briggs. Mr. Briggs, will 
you give your name and address and business to the reporter. 


STATEMENT OF RAYMOND J. BRIGGS, CONSULTING ENGINEER, 
BOISE, IDAHO; MEMBER, REGIONAL ADVISORY BOARD, SMALL 
DEFENSE PLANTS ADMINISTRATION 


Mr. Briees. Mr. Chairman, I have all of that in a prepared state- 
ment which I will hand to the reporter. 

Mr. Mansrievp. You may proceed. 

Mr. Briees. Mr. Chairman and committee members, I am Raymond 
J. Briggs, a consulting engineer, with offices in Boise, Idaho, since 
1921, engaged in the practice of civil, mechanical, mining, and allied 
branches of engineering. For two periods of time I served the Federal 
Government—first time from 1935 to 1939, as chief engineer of Idaho 
for emergency construction projects and again from 1942 to 1946 as 
district manager of Idaho a eastern Oregon for the War Production 
Board. At this time I am a member of the regional advisory board of 
the Small Defense Plants Administration for the area comprising 
Idaho, Oregon, and Washington. 

I am a long-time member of the Idaho Board of Engineering Exam- 
iners and of the University of Idaho research board of advisers and 
consulting engineer for many governmental units, corporations, com- 
panies, and individuals. 

I submit this message to you pursuant to telegraphic instructions 
from Mr. Victor P. Daimas, executive director, House Small Business 
Committee, who has directed me to specifically present my views on 
four subjects. On no one of these am I competent to prepare an author- 
itative comprehensive dissertation. On each of them I may be com- 
petent to discuss certain features. I reluctantly conform with the 
instructions, realizing that my views may not be shared by your com- 
mittee and I shall not attempt to persuade you. 

First, the problems presently facing small-business men in this area, 
as I see them, are basically those of maladjustment in each of the three 
fundamentals of free enterprise; capital, labor, and management. 
Much of the distress, uncertainty, om confusion arises from divided 


control, in that no one of these segments of our free enterprise is 
wholly free to conduct its own affairs. It is artificially controlled to 
varying degrees by Government edict, which prescribes the red tape 
with which each one of us must struggle in the accomplishment of any 
business purpose. It is doubtful if any business knows all of the law 
and rules to which its operations are subject. The rules being largely 
those of Executive creation, with delegated authority for administra- 
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tive interpretation and applicability. Daily or hourly amendments 
are profuse and at times so conflicting as to cause volcanic disturb- 
ances in the endeavors of businessmen to plan their operations to 
achieve objectives that are established by the same forces that seem 
to be unable to plan the Nation’s needs and supplies sufficiently in 
advance to permit an orderly accomplishment of our needs. 

Business is composed of labor, management, and capital. This 
area has apparently suffered less from labor unrest than many other 
regions; however, our labor, skilled and unskilled, has migrated to 
an alarming degree, perhaps primarily due to the magnetic promises 
of higher pay. Weare fundamentally a region whose greatest poten- 
tial canatiiudion is raw products and natural resources. We produce 
the basic needs, in minerals, woods, nonmetals, and agricultural prod- 
ucts from which finished products are made and life sustained. Too 
many of our miners, loggers, and farm workers are now elsewhere 
welders, carpenters, assembly-line workers, et cetera. We cannot pro- 
duce metals for fabrication, or grains for bread with workers who are 
in the consumption or service fields of employment. We cannot build 
up and sustain high metal production ms the critical metal list is 
tinkered with continuously. Metal producers cannot be expected to 
continue production in a market that is so unstable. Entirely too 
often, metals on a critical list suddenly are removed therefrom and 
all of the efforts, money, and hard work expended to get into produc- 
tion is wiped out by Government action. Repetition has well nigh 
demoralized mining incentive. One interim solution to this grave 
situation, Mr. Chairman, lies in the simple requirement of Govern- 
ment planning that will provide long-term security to those people 
who risk all of their resources to build up something that may be 
demolished overnight by some administrative or Executive order. 

Management is in a bad fix. It does not know from day to day 
what to plan or what it will have with which to work. It can only hope 
that the day’s mail will bring a Government approval for that which 
it may need to survive. It may need an allocation of steel, a ruling on 
an employment problem, a Government contract, or a Government 
check for services and materials. The plant manager may read 
Government orders late into the night, to ascertain if he can get what 
he needs to keep in business, but his search is a seance of frustration, 
as the final judgment on his petition for that which he needs is to be 
given perhaps by some individual at some remote place who decides 
in his own mind whether to authorize or deny the application. 

If the manager wants to fill a defense order, he is really embarking 
on an expedition of perilous a yortions. From the initial effort to 
receipt of Government pay check may constitute an adventure of a 
character that would have flamed the imagination of Dante to heights 
he was unable to attain in his prosaic environment. 

During the 4 years, in wartime, that I was administering WPB 
orders, I was able to some extent to prophesy what was coming from 
day today. During the past 2 years, bunwent, the smog of floundering 


and turmoil that seems to me so apparent and nauseating has stifled 
understanding. I know of no person who can this day outline with 
clarity and certainty any way for a business to get a Government 
contract, to assure labor stability or to make certain the availability 
of necessary materials, labor or capital, except by application. Man- 
ifestly, what is needed are clear-cut rules. We need to know what the 
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Government needs or wants us to produce and just how we are to get 
what is needed to do the job and the assurance that if the rules are 
followed certain stipulated results will be obtained. We cannot suc- 
cessfully play a game that permits the umpire to change the rules in 
the play or to invalidate them by his interpretations. 

Then, Mr. Chairman, business needs capital. I believe that to the 
extent Government regulates what is to be made, of what materials, 
how, when, and for whom, the Government should furnish the new 
capital required. However, getting Government capital is fraught 
with the same sort of uncertainties and difficulties as the procurement 
of materials and labor. I am one who is opposed to the use of public 
funds for private purposes, but if the purpose is public in nature the 
financing should be identical. I think that the remedy to this prob- 
lem lies in the stripping of the fetters and shackles that discourage 
or prohibit private capital in the fields of venture, investment, and 
risk. I think that if private capital were freed to invest in mining 
we would need no Government loan program for mineral produc- 
tion and in a more endurable climate*our manufacturers, processors, 
and service industries would need no buttressing by public funds. 
Tax amortization certificates, which is a subsidy by public funds, 
could be avoided. There should be an elimination of the seeming ne- 
cessity to solicit favors as a means of continuing business existence. 

Mr. Chairman, it seems to me that we in this region suffer from the 
same maladies as business people throughout our country. We strug- 
gle to keep going and burden the mail and transportation facilities 
in endeavors to remedy daily ills. Every itch requires a scratch in 
Washington. We petition, we supplicate, we remonstrate, we write 
our Congressmen. We swear and we pray in our efforts to do what 
we are told to do or that which we are allowed to do. The only known 
remedy for our immediate ills is to write, phone, wire, or go see some 
Government agent. After all, what else is there to do? If we gar- 
nish our needs appropriately and supplicate sufficiently, we get what 
we ask for, or a substitute of someone’s choosing, at the time and in 
the way he designates. 

Mr. Dalmas asked me to comment on the operations of the regional 
advisory board of the Small Defense Plants Administration, its func- 
tions, and the value of SDPA in our area and how its program could 
be improved. 

Since my appointment to the regional board by Mr. Telford Taylor, 
last March, I was called to a board meeting in Seattle February 29, 
but as I had only a day’s advance notice was unable to be in attendance. 
Mr. Allen L. Willard, regional director, was in Boise once, at which 
time I had a pleasant and informative visit with him. Since that time 
Mr. Willard has corresponded with me, but frankly I know very little 
of the SDPA activities except from reading what has been sent to me 
from Mr. Taylor’s office and the weekly reports of the House Select 
Committee on Small Business. I value those reports and offer 
comment on them. 

In my opinion these reports should have wide circulation. They 
are siete sensible, constructive and the opinions expressed are 


felt. to be in general harmory with business peoples’ exhortations 
against the means, methods, and rules that now govern every phase and 
activity of business. They prescribe palliatives, immediate remedies, 
and opiates, but they do not prescribe the major clinical treatment 
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that may be necessary to restore vigor and longevity to the ailing and 
confused business patient. The SDPA reminds me of a visiting nurse 
that can temporarily relieve an itch or cramp and console us by joining 
in our moans and groans. Such aid and comfort is subi appre- 
ciated and it somewhat buoys the spirit. That, however, is not what 
the patient needs to recover from malignancy such as now has us in its 
clutches. Alleviation from pain is helpful, but we need basically 
curative treatment for survival. 

Mr. Chairman, I am discouraged. My efforts seem to have been in 
quenching spot fires that sputter from a volcanic eruptive of vast 
magnitude and unquenchable proportions. My assignment is to aid 
people. I cannot help myself and for others I can do little but cry 
with them and I observe that no one else seems to be doing much better. 

As a member of the regional SDPA advisory board I have done 
nothing constructive. I have been omg oe no specific work to do. 
In my ignorance I do not know why the board still exists or what 
purpose its continuance will serve. I accepted apointment with a 
willingness to do something arid I still have that willingness to be 
‘elpful, but utterly without anything specifically assigned to do. 

Mr. Willard, our regional director, is to be complimented on his 
administrative economy of operation. He has wisely avoided spend- 
ing public funds for board activities. I think if he felt the board 
could help he would have repeatedly convened it without hesitation. 
We are fortunate to have a man with those standards of conduct. 
There certainly would be no useful purpose in calling me to Seattle, 
or anyone else, if his services are not really needed. 

I have done what Mr. Dalmas directed me to do and presented my 
sincere views. It is done, of course, at my personal expense in every 
way. 

Mr. Chairman, in conclusion I speak some personal views on the 
subject of what is necessary to help business, and to help it produce 
what the country is said to need at this time, with emphasis on this 
region. 

Ve live in a region of boundless natural resources. We have most 
of the critical minerals; vast tracts of timber, phosphates, ceramics, 
tungsten, antimony, lead, zinc, silver, gold, cobalt, some nickel, copper, 
bismuth, iron, and a host of others. We have the most highly pro- 
ductive of agricultural lands, producing grains, feed, livestock, 
poultry, fruits, sugar, seeds, milk products, meats, fibers, starches, oil 
and a multitude of others. The list of what we do not have woul 
certainly be shorter than that of what we do have in the natural prod- 
ucts and those things made from them. Then, too, Mr. Chairman, 
for the fuel to operate industry, we have tremendous electrical power 
potentials and the elements from which nuclear fuels may be concocted. 

Essentially, in my opinion, we need primarily the restoration of 
incentive. We need adequate inducements. This, to me, means not 
new control orders, but an abolition of what we have. Not access 
to Federal funds for financing, but unfettered access to private risk, 
venture, and investment capital. We, in this region, are a hardy 
people. We have plomeerdd, a raw country. We will get along all 


right and do our job if permitted to do so. We need less Govern- 
ment control, as more of it will certainly add to our present oppres- 
sive burdens of attempting to survive under Government manage- 
ment of our business. We pray for a return of management to pri- 
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vate business ownership and a restoration of access to private cap- 
ital, so I believe. 

Thank you. 

Mr. Mansrrevp. Thank you very much, Mr. Briggs. 

Mr. Dalmas? 

Mr. Datmas. You made a very interesting statement, Mr. Briggs. 
I for one am mighty glad to have it. 

I would like to correct one little item, though. You were not 
“directed”; you were “requested.” [Laughter. ] 

We are glad to have your comment on the weekly report issued by 
our committee. This report, of course, is intended to present cur- 
rent problems and merely indicates that we recognize the problems 
and that we are working on them with the various agencies to try 
to get them corrected. 

n this matter of controls, inasmuch as we are in a national emer- 
gency and inasmuch as the Congress of the United States has seen 
fit to pass the Defense Production Act in order to take care of our 
defense needs and at the same time keep our civilian economy on as 
even a keel as possible, we are faced with changing controls. 

I think one of the benefits to business in the present situation is 
that we do have flexible controls rather than rigid controls. Now, if 
Mr. Wilson, the head of the Office of Defense Mobilization and Mr. 
Fowler and Mr. Fleischmann, who is head of the Defense Produc- 
tion Administration, had elected to make all of these controls quite 
rigid, they could put business—this is my opinion; I am speaking 
for myself—in a strait-jacket; but as rapidly as they can free some 
measure and turn it back to business, I believe that the record will 
show pretty well that they have done that. 

It has been our good fortune to hold a number of hearings on the 
Controlled Materials Plan and we have come up with several reports 
on the allocation of steel, aluminum, and copper. 

The committee made numerous recommendations and, quite un- 
usual for an executive agency, on March 20, Mr. Fleischmann and 
Mr. Fowler both came before the committee as witnesses and testi- 
fied that the study and investigation of the Controlled Materials 
Plan by the House Small Business Committee and its recommenda- 
tions had been of great assistance to them and particularly in trying 
to work out materials controls, so that small business will share 
equitably. 

One of the great difficulties that our committee is faced with day 
in and day out is to try to see to it that the smaller concerns who 
have no spokesmen in Washington, who cannot afford one, get their 
share of materials, get their share of defense contracts; and when 
the banks or private capital decline or cannot make a loan because 
of legal restrictions, to see to it that they do have access to the lend- 
ing powers of the Government. 

Now, we have three ways of making loans, for instance. There 
is the normal. Reconstruction Finance Corporation loan, the De- 
fense Production loans, and, lately, loans under the Small Defense 
Plants amendment, which are somewhat more liberal than either 
one of the others. 

Our committee, I think, if the chairman will permit me to say so, 
pretty generally agrees that we do not want controls. We so recom- 
sien A that they be eliminated as rapidly as possible; but as long as 
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we are in this national emergency, wouldn’t you agree that we do 
have to have some measure of controls ? 

Mr. Brigees. First I would like to say, Mr. Dalmas, I want to ex- 
press my personal compliments to the chairman of the committee*and 
the committee members, because your Small Business Committee has 
provided us with the hope that we have. 

The reports that this committee has put out—the copies I have re- 
edvehnt estimate that they are read by no less than 30 people, by 
people who come to my office for no other purpose than to read those 
reports. They are truly stimulating, more than you can imagine. 

Mr. Damas. Well, I am happy to know that. I did not realize it. 

Mr. Briees. Well, you can realize it now. I might say that my com- 
ments—I am not unmindful of the fact that for more than 4 years of 
administration of controls in this area in which I now live, my com- 
ments spring from that experience and from almost a lifetime in this 
area. 

Now, I will say that although the lending program that you men- 
tioned looks good, nevertheless it is not functioning. And the Con- 
trolled Materials Plan is one in which I had a hand in its origina- 
tion years ago. And that is now—well, I am familiar with those 
things and in my opinion they are not working. 

I believe that we can only make those things work by such vital 
instruments as your committee, for instance, plus—well, if I can 
use the word “supplication”—I think that is the way to get it done. 

Mr. Dauaas. I would like to add one more word if I may be per- 
mitted. 

Subcommittee No. 1 of which Mr. Mansfield is chairman, as we told 
you earlier, held hearings throughonut the country last year. Those 
hearings were analyzed, documented, and presented to the House 
Banking and Currency Committee, as I believe he has also told you. 

Out of this grew the Small Defense Plants Administration. The 
object of the committee was to provide a one-stop agency for small 
business, and any time that the Small Defense Plants Administration 
does not function as such an agency, the committee certainly wants to 
know about it. That is part of our mission out here now. 

This agency was put into being about the 1st of November 1951. 
They had a very limited budget. They did not get any additional 
funds for expansion until late in May, 4 months after the appropria- 
tion had been recommended. 

Now, for this next fiscal year they do have a reasonable amount of 
money, $3,750,000, and it is the hope of the committee, I know, that 
places like Boise, Idaho, and, if I sas say so, Louisville, Ky.. which 
is quite a long way from any regional office, that in the places where 
it is absolutely necessary that the Small Defense Plants Administra- 
tion will establish district offices which will be essential focal points 
through which all matters affecting small business can be channeled. 
It is their job to go to these other agencies and stop the small-business 
man from having to run around to each and every agency himself. 
Now, that is the objective. We hope it will be achieved. 

Mr. Briees. Well, we think it is a worth while objective and we 
hope it will work. 

Now, I still do not know, Mr. Chairman, what my job is or how I 
can do it. Men like myself.and others appointed to this task do not 
know what we are supposed to do or how we can get it accomplished. 
I certainly do not know. 
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But we can overcome those things and I think that no doubt they 
will be overcome. Thank you, Mr. Chairman. 

Mr. Mansrietp. Thank you, Mr. Briggs. Now, as to your mem- 
bership on the advisory committee, I should think that part of your 
job in such a position would be to advise Mr. Willard as to just what 
the needs are down here and what you think might and could and 
should be done to help the small-business man, because, after all, 
you are from this area, which is quite distant from the regional office 
and you are the one upon whom, I should think, he would have to 
depend for his information as to what should be done down here. 

on that is quite a responsibility. It is not just a matter of coming 
to a meeting such as this, which you were requested to do. You could 
have refused if you desired and we could not have done anything about 
it. But you have come down and given a very frank statement. 

And like the executive director, Mr. Dalmas, I am very pleased 
with the cander with which you have expressed yourself. I do not 
like people to come down and say, “You are doing a good job,” and 
keep back their complaints and keep back the deficiencies and so on. 

There are these problems and the little-business man has to have 
some place to which he can turn, as Mr. Dalmas says, a one-stop place, 
to do for him what he should not be called on to do himself, such as 
to see all of the Government agencies in his behalf. In view of the 
laws passed by the Congress of the United States, by the elected rep- 
resentatives of the people, I think that this committee has been able 
to perform a fairly good piece of work, and I know that you and all 
of the other advisory members of the regional committees can and 
should bring the problems in your areas to the regional office, so that 
if there is anything that should and can be done, the Small Defense 
Plants Administration may be ready and able and willing to do it. 

Mr. Briees. I think, Mr. Chairman, that is right. 

Mr. Willard has explained to me the handicap from the lack of 
staff. Personally, I am very happy with Mr. Willard. I think he 
is trying to do his job and he has been pretty successful. But, again, 
we can only do this out in the field largely only on the basis of you 
and your committee—and I am happy about what you are doing. 

Mr. Mansrietp. Well, we are doing the best we can and I want to 
say for the record that we have never come to a hearing of this sort 
on our own initiative, but when requested only. And we are sorry, 
for example, that circumstances did not permit us to come to Boise 
earlier. We would have liked to, but we have been pretty busy. 

Now, our next witness is Mr. Kohout. 

Will you come forward, Mr. Kohout. 


STATEMENT OF PAUL KOHOUT, MEMBER, REGIONAL ADVISORY 
BOARD, SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. Konovr. My name is Paul Kohout, and I am a member of the 
advisory committee. 

I testify at the request of the chairman of the subcommittee. I 
received a telegram from the subcommittee in which I was specifically 
asked to express my opinion on four questions. 

The first question is, What are the problems facing small-business 
men in your area in the present mobilization period ? 
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The second question is, What function has the regional advisory 
board served? Have its recommendations been adopted by SDPA? 
No. 3. What has been the value of SDPA operations in your area? 

And fourth and last, How could its program be improved ? 

My testimony will probably be more in the nature of a summary 
than details. However, I would say that our problems, responding 
to the first question in the telegram, are three in number in this area. 

First, geographical. We, you know, are stepchildren of our sister 
States and sometimes we feel that we are even in a somewhat less 
peo category than stepchildren because we have got to go to Salt 

ake City or Spokane for our Reconstruction Finance Corporation 
activities; to Portland for chamber of commerce help; to Seattle for 
our National Production Administration, and also to Seattle and San 
Francisco and Denver and to other far-distant points for procurement. 

Second, our freight rates. In this area, by their nature, the freight 
rates make us not competitive in any way, and I think something 
might be done in permitting business in this area to bid either f. o. b. 
plant or point of delivery, which will be more advantageous in certain 
cases, 

Now, if our bidders were permitted in some cases to bid f. 0. b. plant 
rather than point of destination, they would be competitive with other 
areas. In our manufactured lumber products we are competitive 
+o eastern points but are not competitive to bay area points. 

Third, credit in this area is not readily available. 

In answer to the second question, the effectiveness of the advisory 
board, frankly, it has been not too effective as yet. However, we are 
in a period of organization, a period of exploration and I do not feel 
badly about it. I believe that it will be effective. 

Now, as a member of this committee, I have transmitted to the re- 
gional office several specific requests which have been acted on very 
promptly and satisfactorily and I have called to the attention of 
the regional office several things that I thought might be helpful in 
helping the small-business man in the area. 

As to the value of the SDPA operations in this area at the present 
time, it has not been too much. owever, I do not think that demands 
have been made for the services of the SDPA agency, probably be- 
cause its functions are not known. 

Mr. Willard in setting up the organization came to Boise and held 
a meeting in which he attempted to inform the businessmen of this 
area of the functions and the possibilities under SDPA, and I think 
he presented a very fine message. 

Now, as to the last question, the improvement of the SDPA aid 
activities, some things have already been done. At the risk of repeti- 
tion, I might also say this, first, that in order to improve the activities 
for this area, we must have a district office set up here; and second, 
that this office through SDPA aid as an organization should be the 
liaison between small business and all agencies of the Government. 

To go further than that, it should act as an agent of small business 
before other agencies of the Government. 

Third, I believe that the SDPA should be permitted to get prime 
contractors and subcontractors very much as the SWPC was permitted 
to do in the last war. I know in many cases that was a very effective 
program and gave aid that could not be obtained in any other manner. 
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Fourth, I believe that the SDPA should be permitted to guarantee 
loans made by local lenders and should be permitted to purchase from 
local lenders such guaranteed loans. This is not a new proposal. I 
believe that the Administrator of the SWPC made such a proposal 
which was quite favorably received at the time. That is something 
that might strengthen materially the activities of SDPA. 

Fifth, I believe that in order to strengthen SDPA, that it be ex- 
empted from the provisions of civil service in order to obtain more 
capable personnel for their work. 

Sixth, I believe very strongly that the SDPA should be kept inde- 
— and should be responsible to the Congress and the Congress 
alone. 

Seventh, I believe that small business should be permitted to have 
help for purchases from the Government as well as for sales to the 
Government. 

Mr. Mansrrecp. Well, thank you very much for your suggestions, 
Mr. Kohout. 

Of course, as you know, the Smaller War Plants Corporation during 
the war under Mr. Maverick had a good deal more money than does 
the present SDPA; and as the committee will recall, we had a difficult 
time getting what money it does have, even at the present. 

I think there is a great deal of merit to your suggestions, and we 
wish to thank you, Mr. Kohout and, since you speak so highly of Mr. 
Willard, I hope that you and the other advisory board members will 
get together with him as the occasion demands and take up with him 
personally the factors of paramount interest to small business in this 
area, so that insofar as your positions and the Smaller Defense Plants 
Administration are concerned, we can alleviate to some degree, or you 
can alleviate to some degree, the isolated geographic position in which 
southern Idaho finds itself. 

I am pleased with your statement about the independence of the 
SDPA because, as the committee will recall, Mr. Sawyer, the Secre- 
tary of Commerce, has been far from cooperative and has tried to 
take unto himself and keep within his Department the duties which 
this committee thinks should be administered by an independent 
agency. 

I think through Executive order Mr. Sawyer’s desire for power has 
been overcome and that at the present time the SDPA is a fairly inde- 
pendent agency and we hope it will become more independent as time 
goes on. 

Mr. Mansrtetp. Mr. Dalmas? 

Mr. Damas. I don’t have anything to add, Mr. Chairman, except 
to say that it seems to me that Boise is certainly an example of an 
area which needs a district office, and I believe the committee will go 
along with you and Mr. Briggs both on a very strong crear abahae! 
tion to that effect. 

Mr. Mansrretp. That is correct, Mr. Dalmas. Furthermore, many 
of the statements I have heard today are very similar to testimony I 
have heard in my own State of Montana, where we are in somewhat 
the same position because we are stepchildren, too, and we have a hard * 
time getting recognition because of distance. 

As far as freight rates are concerned, they are terrible. I think they 
are holding back the development of our State. I hope that some day 
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Idaho and Montana and the whole Rocky Mountain region are given 
the recognition they are due and will no longer be penalized as at 
present because of extortionate freight rates. 

We wish to thank you again for your testimony, Mr. Kohout. And 
now we will be pleased to hear your testimony, Mr. Reller. 


STATEMENT OF W. H. RELLER, W. H. RELLER CO., BOISE, IDAHO 


Mr. Retier. Mr. Chairman, I wish I were a public speaker. It is 
easy enough to talk to two or three men; but yet when you come be- 
fore a group, you cannot think of what you want to say and you get 
nervous. So I am going to flounder around up here and try to wind 
this thing up. 

When I frat heard of the efforts being made to form this Small 
Defense Plants Administration, it looked like that was the only thing 
that Congress was trying to do would have any value. There was a 
lot of wasted effort on the part of a lot of these organizations and this 
Small Defense Plants Administration looked good, and I started to 
get some information on it and I began corresponding with Mr. Dal- 
mas. I always got a good letter back and he answered the questions 
and we developed quite a file. 

Last year I heard that this committee was going to hold hearings 
in the West ; that they, if I remember right, would start in at Spokane, 
Portland, Seattle, and then Salt Lake City and Denver. I made some 
effort through our delegation and others to see if they would sto 
here, but they could not; but they did get off the train and I talkec 
to Mr. Dalmas at the depot. 

At that time Mr. Dalmas told me, “Well, we will be glad to stop at 
Boise the next time we are out here”—and that went in one ear and 
out the other ear. But then about a week ago he got in touch with 
me and said, “We are making good on our promise and we are going 
to hold a hearing in Boise and then in Seattle and one in Minneapolis.” 

So I tried to get the word out to businessmen of all kinds to come 
down here and speak their pieces, to try to get. it over to them, instead 
of griping about things at the luncheon table, to get down here and 
tell this committee, so that Congress could get to know what was in 
their minds. That has been done, I think, by several of them here 
and they have put out some good ideas. 

Everything I know about this committee is good. Their regional 
director, Mr. Willard, is a businessman himself and he knows the 
problems that they have, and he has got a lot of problems of his own, 
and I do not think that we could have gotten a better man to help us. 

Now, if he can appoint a businessman here in Boise to act as the 
committee suggested as a one-stop place where we could come in and 
talk with that man and get our Eicecabent problems taken care of 
and if in turn there can be utilized the Small Defense Plants Admin- 
istration’s facilities in other cities and in Congress, and to get our needs 
and our problems over, rather than for us to have to run to some other 
city and deal with a new crowd—and that is hard, to break into these 
. different organizations in different cities—if we can get that, then I 
think that we can be as well represented as these other bigger cities. 

This Small Defense Plants Administration, as I understand it, is 
greatly limited, in that they are just getting started ; and there is a lot 
of jealousy in Washington. As Representative Mansfield said, Mr. 
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Sawyer is against it, and there is that kind of stuff going on back 
there. 

But I think that you are making progress and I believe you said 
that they had received more funds, so that their operations should be- 
come more effective. When that is done, I think that the Small De- 
fense Plants Administration is the answer to our needs here in this 
area. 

Others have mentioned the geographical location. We are right in 
the middle. We have got Spokane and Seattle and Portland and Salt 
Lake City and Denver all around us, and we get what falls off the table. 
I think it is only natural that people should take care of the people 
that they are used to doing business with and whom they see; and 
when we have to go to these other cities, in a lot of instances we are 
more or less of a nuisance. 

I think that if the Small Defense Plants Administration can have 
a man in here who, in turn, can get in touch with other offices in other 
cities, I think that then we can get lots better results. 

Now, on the matter of the RFC, the facilities could be increased to 
do this Government work, which is a long-time deal. We have got 
to depend on financing institutions and on the banks and if we could 
have a local representative here who could handle that for us, it would 
be much more effective. 

On the mater of trying to build up—we have labor, we have some 
facilities that could be built up here. There is much evidence, I think, 
where the Government is going to extreme expense to channel contracts 
to some city and build a lot of houses for the people to do it, while 
part of it could be put up by the Small Defense Plants Administration 
and be put in areas like Boise and others, to a limited extent—but we 
could do a good job. 

If we were able to take care of the tax write-off, the tax amortization, 
like a great many others are doing, that would further make it possible 
for business in southern Idaho to participate in a lot of this work 
which the Government is buying in the larger areas. 

Now, in Iron Age on one side of the sheet there is a big column, 
Government Inquiries, and you read that and it is all Greek, little 
things -you.never heard of, and on the other side is Government 
Awards, and many of them are $250,000 and over. The awards look 
good, but the inquiries—you cannot get much, you cannot make heads 
or tails out of them. 

Another thing, by the time we get them we have got 3 days to pre- 
pare a bid and it is too late, it is not enough. 

Some of us here are still bothered with scarcity; and there is some 
surplus. Mostly it is a scarcity of business and a surplus of trouble. 
| Laughter. | 

The steel strike is tying up the source of steel and those of us in the 
fabricating business are going to be out of material in a matter of a 
very few weeks. Personally I cannot see any reason for that thing, 
the way it is prolonged, and I think that efforts should be made, too, 
in Washington, to utilize the facilities they need to try and correct 
it, rather than waiting and trying to maneuver around to get addi- 
tional facilities, to go at it in another way. 

For instance, I am told in Los Angeles and San Francisco there are 
warehouses well stocked with steel but because of the strike they cannot 
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deliver it, and when this thing is finally settled, it will clear that ware- 
house out in a week’s time, and then we are right back in the same 
boat, waiting for the mills to get into production again. 

We feel we should be getting this month a carload of steel that has 
been sitting there over a month, steel that we should be getting in 
July—well, they say, “Maybe you will get it in October.” 

ell, it is going to be hard to keep men together ; and you know, when 
you lose a crew that you have selected and built up into an efficient 
operation, when you lose them they scatter to the four winds, so that 
the fellow who may have been a yood welder, he goes into some other 
line of work. 

Now, as to this committee, our businessmen have had no experience 
with this kind of a committee, and they did not know what this com- 
mittee would do. However, everybody I talked to said, “By all 
means, let us have them come in and get acquainted.” We tried to 
get it over to the businessmen that this was not the usual run of meet- 
ings, nor just visitations, but that this was a congressional committee 
to take testimony which Congress would utilize woen they considered 
things that come up which would affect them. And I hope that the 
aaalie have been beneficial to the point where some of these men who 
have problems who have not come in now believe that something can 
be done for them; and if it is permissible, maybe they can send in a 
prepared statement to the executive secretary of the committee—I 
don’t know. Is that allowable or is the hearing closed ? 

Mr. Mansrteip. No; the record will be kept open, Mr. Reller, and 
we will be delighted to have statements or testimony from any small- 
business man who has found it impossible to be here. I only suggest 
that they send it in the next 10 days or 2 weeks. 

Mr. Retier. As I said before, we tried to get it over to these men 
who have a special problem which involves the Government and Con- 
gress to get down here and put it up to you. If you will come back 
again, maybe we can do a better job and get a better representation. 

If there is anybody here that has not had an opportunity to talk, 
why, you better make it known; or if anybody has developed some 
new ideas since the hearing started, why, get up and ask for recogni- 
tion. Is there anybody? 

(No response.) 

Mr. Mansrieip. Thank you. Mr. Dalmas? 

Mr. Darmas. I don’t believe I have any questions, Mr. Chairman, 
Mr. Reller has covered the situation very well, I think. 

Mr. Mansrrerp. Mr. Riley? 

Mr. Rutey. No questions. 

Mr. Mansrtevp. Mr. Reller, on behalf of the committee, I want to 
thank you for the interest you have shown, not only in this particular 
meeting, but over the past months. 

On behalf of the committee, I want to extend our thanks to Gov- 
ernor Jordan, to Congressman Budge, to the Boise Chamber of Com- 
merce, and the Idaho State Chamber of Commerce, for making the 
arrangements for this, I hope, very fruitful meeting which we have 
had today in Boise. I also want to thank the representatives of the 
various Government agencies who came here and who are at the dis- 
posal of the businessmen who have attended this meeting, and I want 
to thank all of you who testified this morning. 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 2893 


I want to state that the record will be kept open and that if there 
is anyone who could not be here or anyone who has been heard and 
wants to supply additional information, we will be glad to receive it 
and we will incorporate it in the record. We will keep the record 
open for at least the next 2 weeks. 

As far as this record is concerned, you can be assured that the House 
Small Business Committee will go over it very carefully and we will 
do our very best to follow up the legitimate requests which have been 
made and we will do our best to see to it that the Small Defense Plants 
Administration and its regional offices will look after the interests 
of the businessmen in the areas concerned. As our executive director, 
Mr. Dalmas, has so well stated, we will try to make it a one-stop opera- 
tion, so that it will be of benefit to the businessmen in the area. 

The meeting stands adjourned. 

(Whereupon, at 12: 15 p. m., the subcommittee adjourned, to recon- 
vene at 10 a. m., Monday, July 14, 1952, at Seattle, Wash.) 
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MONDAY, JULY 14, 1952 


House or REPRESENTATIVES, 
Suscommrirree No. 1 or rHE Setect CoMMITTEE 
To Conpucr a Stupy anp INVESTIGATION 
OF THE PropLeMs OF SMALL Business, 
Seattle, Wash. 

The subcommittee met, pursuant to notice, at 10:20 a. m., in the 
board room, Chamber of Commerce Building, Seattle, Wash., Victor 
P. Dalmas (executive director of the committee) presiding. 

Present.:-Representative Hugh B. Mitchell-( First District, State of 
Washington). 

Also present: Victor P. Dalmas (presiding) executive director, and 
Jeremiah T. Riley, counsel of the committee. 

Mr. Damas. Gentlemen, this is a hearing of Subcommittee No. 1 
of the Select Committee on Small Business of the House of Repre- 
sentatives, on the field operations of the Small Defense Plants Admin- 
istration. Hon. Mike Mansfield is chairman of the subcommittee and 
has asked me to express his great regret that he cannot be with us 
today. . 

My name is Victor P. Dalmas, executive director of the committee. 

I want to tell you first of all how much I regret that owing to a series 
of circumstances we do not have a member of our committee with us 
this morning. However, we are fortunate in having a very distin- 
guished Member of Congress from the State of Washington with us, 
Congressman Hugh B. Mitchell, who has very graciously agreed to sit 
in and bless this hearing with a little congressional prestige. 

As you know, Hon. Wright Patman, of Texas, is chairman, and 
Hon. Charles A. Halleck, of Indiana, the ranking minority member 
of the House Small Business Committee. They are the only members 
of the committee who are not members of this subcommittee. Never- 
theless, they attend many of our hearings. Although they are not with 
us today, we want the record to show that they were among the 
strongest advocates of the establishment of the Small Defense Plants 
Administration and continuously devote much time and energy to the 
consideration of legislation and other matters affecting small business. 

On my left here is Mr. Jeremiah T. Riley, counsel of the committee. 
In a few minutes I am going to ask Mr. Rile y to introduce the Govern- 
ment representatives. But, before that, with your permission I would 
like to read a statement of the general purpose of this hearing, and 
immediately after reading the statement I am going to call on Con- 
gressman Mitchell for a few remarks if he will be gracious enough 
to accept the invitation. 
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The House Small Business Committee is more than glad to have the 
opportunity to hold a hearing in the city of Seattle, in the great State 
of Washington. This hearing in Seattle is part of the committee’s 
efforts to deal with the problems of small business related to the 
national emergency. Last year, Subcommittee No. 1, of which, as I 
previously stated, ion. Mike Mansfield, of Montana, is chairman, held 
31 hearings in 29 cities in 23 States. At that time materials shortages 
and defense contracts were foremost in the minds of the witnesses who 
appeared before our subcommittee. Running a close second were the 
problems described to the subcommittee on + eter credit controls, 
wage and price controls, taxes, and a variety of other subjects. 

The inescapable conclusion of these hearings was that the problems 
of small business had been intensified by the mobilization program. 
It was apparent that some assurance was needed that small business 
would not be required to shoulder undue burdens or to sustain wide- 
spread injury in this critical period. Out of these hearings grew a 
tremendous demand that small business be represented in the Nation’s 
Capital by its own independent agency. In recognition of this need, 
the committee sponsored an amendment to the Defense Production 
Act which would set up such a small-business agency. At the same 
time, the committee submitted to the House the record of its field hear- 
ings—convincing proof that something needed to be done to protect 
the interests of small business, and done quickly. 

The result was the establishment of the Small Defense Plants Ad- 
ministration by a unanimous vote in the House of Representatives 
and by an overwhelming majority in the Senate. This agency has been 
in existence since the Ist of November 1951 and has progressed to the 
ene: of setting up offices in 13 regions throughout the Nation. It 
1as been the belief of the House Small Business Committee that the 
agency cannot make its greatest.contribution to the solution of small- 
business problems without this network of field offices providing one- 
stop assistance for any small-business man. 

he committee, having sponsored the legislation creating the agency, 
recognizes its responsibility in keeping a close watch over its opera- 
tions. One of the main purposes of the present series of hearings is to 
analyze the field operations of SDPA and to evaluate the worth and 
effectiveness of its entire program. Another equally important objec- 
tive is to obtain a realistic picture of the actual difficulties facing 
small-business men at the present time. Here in Seattle, as in other 
places where hearings will “ held, we welcome the opportunity to hear 
any small-business man who has a problem which needs to be solved 
or who has observations or suggestions which will be of assistance to 
the committee in carrying on its activities. 

This is an open public hearing and all are welcome. In keepin 

with our practice, we have invited representatives of various F ral 
agencies who may be of assistance either on individual problems which 
may come up at this hearing or on general problems which need to be 
brought to the attention of the beetle of the agencies in Washington. 
At this point I wish to introduce those who are associated with the 
subcommittee in these hearings. 
_ But, as I said before, first of all I would like to introduce Congress- 
man Mitchell, whom you all know and who is one of the strongest 
supporters and cosponsors of the amendment establishing the Small 
Defense Plants Adnrinistration. Congressman Mitchell. 
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STATEMENT OF HON. HUGH B. MITCHELL, MEMBER OF CONGRESS 
FROM THE FIRST DISTRICT OF THE STATE OF WASHINGTON 


Mr. Mrrcuei.. Thank you, Mr. Dalmas. 

First, I would like to welcome you to Seattle, you and the members 
of your committee. I would like to say for the people who are here 
today that we all, of course, regret that the members of the committee 
could not be here. However, we realize and recognize the demands 
on their time. 

I would like to say for the information of the people here, however, 
that they should not feel that the committee members will not go over 
very carefully what you say here and will not analyze very carefully 
the information which you will give here to the committee. 

Mr. Dalmas and Mr. Riley, I can say from first-hand knowledge and 
working with them in Washington, ies been very conscious of the 
problems which we have out here in Seattle and the Pacific Northwest. 
They know a great deal about our needs and certainly they will be in a 
position to analyze the facts given to them today. 

We have been working over a long period of time in the effort to 
bring Seattle closer to Washington, D. C., and closer to the various 
procurement oflices of the defense agencies across the country. 

Recently I have been in contact with the Munitions Board and with 
the defense agencies with regard to the relationships of those agencies 
with the small-business enterprises in the Pacific Northwest. I have 
suggested that a full-time counselor be put in this office. We recognize 
that in some areas that counsel has done a very good job in helping 
small business. 

Here, however, it has been pretty well the fact that the individual 
who is carrying on that work 1s also carrying a heavy load at Boeing, 
and I hope that some consideration will be given to that by the 
witnesses fre today. 

Certainly, as the record is made, we will be in a better position to 
bring our needs to the committee in Washington, and through the com- 
mittee to all of the agencies who are responsible for channeling out 
defense contracts to small business. 

I am happy to be here today, Mr. Dalmas, and to take part in this 
hearing. 

Mr. Datmas. I might add, prompted by Mr. Mitchell, that the offi- 
cial reporter of the committee is with us and this record will be made, 
as is made in all of our hearings. 

Mr. Riley, will you introduce the Government representatives ! 

Mr. Ritxy. Yes. First, I understand that there are a number of 
regional representatives here, and I do not think that I know all of 
their names. So, it may be the best thing for them to introduce them- 
selves, after I have introduced the people from Washington. 

We have Col. Bernice C. Philipps, from the Office of Small Business 
of the Munitions Board. 

Farther on down there, we have Mr. Leo McCormick, assistant to 
Governor Arnall, in the Office of Price Stabilization. 

We have Mr. Stevenson, who is with the local Washington State 
office of the Small Defense Plants Administration, and we have Mr. 
Wienshienk from the Washington (D. C.) Office of the Small Defense 
Plants Administration. 
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We have Mr. Walter J. O'Donnell, the Director of the Office of Smal} 
Business of the Reconstruction Finance Corporation. 

I believe these are all the people from Washington, D. C., here. 

Now, could we have these people representing different Government 
agencies locally identify themselves for the record ? 

(Whereupon, the following identified themselves :) 

Allan Willard, regional director, SDPA. 

Frank West, regional vice chairman, SDPA (president of the Pre- 
servative Paint Co., Seattle Wash.). 

Ralph Wienshienk, associate general counsel, SDPA. 

H. Sanford Saari, manager, RFC. Seattle agency. 
‘ Frank Carroll, regional small-business representative, OPS, Seattle, 
Vash. 

John Braham, assistant regional counsel, OPS, Seattle, Wash. 

O. C. Bradeen, regional director, GSA. 

W. N. Crabill, director, business service, GSA. 

Col. W. A. Davis, chairman, AFRC. 

Maj. L. C. Austin, executive chairman, AFRC (Armed Forces 
Office of Small Business). 

Ferd Bondy, Army Ordnance (AFRC, Army Small Business). 

W.S. Wagner, Army Engineers. 

Capt. Linton Herndon, United States Navy, assistant industrial 
manager, Seattle, Wash. (member AFRC). 

J. L. Mullin, Jr., assistant industrial manager, Seattle, Wash. 

Lt. Comdr. D. M. Hoffman, farm-out officer, Puget Sound Naval 
Shipyard. 

Lt. Comdr. R. O. Edwards (SC), contracting officer, Puget Sound 
Naval Shipyard. 

T. M. Libby (member AFRC), industrial manager, Thirteenth 
Naval District. 

Lt. Comdr. J. M. Healy, INSMAT office. 

Commander William P. Murdoch, INSMAT office. 

Lt. H. D. Cox, INSMAT small-business specialist. 

Lt. W. L. Johnson, district-publie works, Thirteenth Naval District. 

Mr. Datmas. I might say that Mr. Arthur Burgess is here, scheduled 
to say a few words, and I might say before he starts that we had a hear- 
ing here last year and both Mr. Burgess and Mr. Don Follette at that 
time carried the hearings through for us, gathered the witnesses, and 
one of our most successful field hearings was right here in Seattle, 
down at the auditorium, where we had probably 35 or 40 business- 
men who were heard that day. Mr. Burgess. 


STATEMENT OF ARTHUR BURGESS, INDUSTRIAL DEPARTMENT, 
SEATTLE CHAMBER OF COMMERCE, SEATTLE, WASH. 


Mr. Bureess. On behalf of the community, Mr. Dalmas, and on 
behalf of the chamber of commerce I again welcome you and your 
group from the House Select Committee on Small Business. We are 
very glad to have you come here, and also we are very glad indeed to 
have Congressman Hugh Mitchell here, who keeps an eagle eye open 
continuously for us on small-business matters. 

We have frequent conversations with the Congressman on how we 
can alleviate some of our conditions that exist out here, mostly due to 
our distance from the East. This hearing today on the Small Defense 
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Plants Administration comes at a very ideal time because the SDPA 
has only been in operation for about 7 months. 

During that time we in the chamber have had a good opportunity to 
watch this new agency operate, and I might say, Mr. Chairman, that 
we are very pleased with the way the SDPA has been operating in 
this area, and there has been a real effort on the part of the Small 
Defense Plants Administration to get in and try to help solve some 
of these problems throughout not only this State but in Oregon and 
Idaho as well. 

Mr. Allan Willard has proved to be an excellent man with whom 
the small-business man can do business. He has honestly tried to get 
right down to the core of some of these problems. 

He has a very able advisory committee headed by Frank West, 
who happens to be a Seattle man. 

Now, we in the chamber, and we have 4,000 members alone in 
Seattle, stand ready to help you and your committee at any time and 
particularly the SDPA. 

The community, incidentally, was generally impressed by Gen. 
Telford Taylor when he was here, and we hope he will be back again. 

Anything that we can do, just let us know. 

Mr. Dautmas. Thank you very much, Mr. Burgess. You have al- 
ready been of great assistance, and I am glad to hear the favorable 
comment on the Small Defense Plants Administration. However, I 
do not want that to deter anybody from offering any criticisms that 
they may have or any words that can be put into this record which 
will help the committee in its efforts to increase its efficiency. 

I now call on Mr. Allan Willard, regional director of the Small 
Defense Plants Administration. 


STATEMENT OF ALLAN L. WILLARD, REGIONAL DIRECTOR, SMALL 
DEFENSE PLANTS ADMINISTRATION, SEATTLE, WASH. 


Mr. Witnarv. Mr. Chairman, I have a long statement here that I 
have prepared for submission for the record. I might suggest that 
it be submitted in view of the fact that we have so many witnesses 
who want to testify, and later on in the day I could comment on it, 
if that is agreeable. 

Mr. Datmas. How long is it? How long will it take for you to read 
it, Mr. Willard? 

Mr. Wittarp. It is quite long, Mr. Dalmas. 

Mr. Damas. For the benefit of those present and due to the fact 
that this record will not be printed up for a couple of months, don’t 
you think, Congressman Mitchell, that it would be well if he read it? 

Mr. Mircnenn. Yes. 

Mr. Datmas. Will you read your statement, please 

Mr. Wirxarp. Yes. 

Small-business men in this region have many problems. In the 
a of the mobilization program as a result of Korea, prac- 
tically all of our so-called small-business people were cut off from the 
available metal supplies to the extent that their production of civilian 
goods, particularly in the case of aluminum products, went down to 
almost nothing. It was natural, therefore, for most of them to try 
to get a defense contract of some nature. 
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After a year or so of endeavoring to get defense work, a large num- 
ber of them gave up in disgust or discouragement. , These small busi- 
nesses went from agency to agency and prime contractor to prime con- 
tractor in this region without success. Many wrote the large pro- 
curement centers in the East for requests to be placed on bidders’ 
lists, et cetera. Due to many directives on the part of the military 
and other procurement agencies, the matter of getting on a bidders’ 
list by a small business has become so complicated by the necessity 
of making out a lot of papers, submitting financial statements, plant 
surveys, et cetera, that many of these potential defense producers 
have given up in disgust. 

The small-business man finds himself buffeted from one agency to 
another since he is under the control of the OPS, the Economic Sta- 
bilization Agency, the taxing bodies, the Labor Department, and many 
other agencies, to the extent that in some cases it is quite difficult for 
him to operate under these present trying conditions. 

Because of the confusion, misunderstanding, and inability to under- 
stand the many rules and regulations in effect at this time, we have 
many small-business people calling us and asking us how to get mate- 
rials, wage adjustments, price adjustments, defense contracts or sub- 
contracts, tax amortization certificates, renegotiations, excess-profit 
tax relief, and how to solve many other similar problems. As a conse- 
quence, we find ourselves in the position of counselors to small business 
and at the same time spokesmen for them before many other agencies. 

In the short time our office in Seattle has been in operation, we 
have tabulated 146 cases of specific requests for assistance which have 
been received and which have been considered and disposed of. These 
are exclusive of literally hundreds of purely information inquiries. 

Attached hereto is a classified summary of inquiries handled. 

This record has particular significance in view of the fact that of 
our present small staff, only two men have been with me as long as 3 
months. With this limited manpower it has not been feasible to 
widely broadcast the availability of our services up to now. Two 
additional men have been secured in recent weeks and we anticipate 
the volume of our productiveness will increase substantially. The 
trend of inquiries has been sharply upward as our organization has 
become more widely known. 

The program of this agency’s assistance to small business is con- 
structive as far as it goes but I don’t believe it goes far enough in that 
this agency does not have defense contracts to place, does not make 
loans, does not allocate materials, does not give out tax amortization 
certificates, and does not have the authority to do a lot of other things. 
Its most potent instrument in the light of this situation is the ability 
to issue certificates of competency to procurement agencies. This 
certificate when issued Dense 48 x the contracting officer from throw- 
ing out a small-business man’s bid on the technicality of not being the 
lowest qualified bidder. This certificate authority is something of a 
tangible nature on which we can give definite assistance to any small- 
business bidder when circumstances justify. 

In the light of the above and since most of the procurements are 
made in the East, we find ourselves at quite a disadvantage in the 
matter of rendering assistance to business concerns in this region in 
bidding on small procurements that are made in such agencies as the 
Quartermaster General’s Office, the Ordnance Department, the Air 








es eae 


SMALL BUSINESS AND THE NATIONAL EMERGENCY 92901 


Force, et cetera. We believe that our region would be helped quite 
materially if the agreement entered into between this agency and the 
Munitions Board were actually put into operation by the Army and 
Navy, as well as the Air Force which alone has cooperated on this 
matter. 

This is the joint determination process which I believe is an absolute 
must. Through this process we should be given additional lead time 
on behalf of the bidder. As the situation now stands the local pro- 
curement agencies, who are simply small offices of the procurement 
centers in the East, quite often do not even get one set of bid forms 
to hand out to a prospective bidder, and even when they do get the 
bid forms, the time element is so short that the prospective bidder 
simply does not have the time to put in his bid. In this connection I 
also recommend the possibility of some small price differentials to take 
care of higher freight costs as well as higher labor costs. 

So that our agency as well as the procurement agencies will better 
understand the true condition of small plants in this region, we have 
undertaken a comprehensive “facilities inventory record” of small 
businesses and in order that this may be accomplished in an efficient 
ang direct manner, we have enlisted the services of the governors’ 
industrial committees of each State and through them the organiza- 
tions known as the employment security departments, who operate as 
a State agency but are financed by Federal payroll deductions. These 
State departments are charged with the responsibility of stabilizing 
employment. They have offices in all of the industrial centers of the 
various States. 

These individual officers working with the local chambers of com- 
merce are making physical surveys and tabulating the information on 
Defense Department Forms 558 and 558-1. While this survey has 
only been under way a few days, the first reports coming to us indicate 
very decisively that there is a tremendous amount of open productive 
capacity available for the mobilization program. 

‘his facilities record will not only serve our agency in referring the 
procurement agencies to qualified bidders but will serve a great pur- 
pose to the individual States from an individual expansion standpoint 
and also to other Federal agencies from a plant-dispersal standpoint. 
When the joint determination agreement is actually in operation, we 
shall then be in a position to get all of the qualified small-business 
bidders on correct bidders’ lists that should result in more contracts for 
small business in this region than there are now. 

As a general statement, other Government agencies in our region 
have taken only halting steps toward full cooperation with us. In 
order for us to do the job for small business which Congress had di- 
rected we do, there must be increasing and tangible evidence of greater 
cooneration on a local level from these other agencies. 

The regional advisory boards, I think, are a very necessary part of 
the SDPA regional offices. These boards are composed of men who 
generally have their own business and are in the active management 
of it. They are scattered over the region, are aware of conditions in 
their area and, generally speaking, are ready and willing at all times 
to assist this program. At least this is the case in this region and I 
personally feel we are fortunate in having this kind of an advisory 
board here. 
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So that the effectiveness of this ae se may be improved upon, I 
would suggest that sufficient budge allowed to permit a closely 
knit, hard-hitting staff in each region. In our case this would consist 
of about seven people in the Seattle regional office, three in the district 
office in Portland, one representative in a small office in Boise, and two 
in a small office in Spokane. The district offices should be established 
particularly here in the West because of the distances between our 
industrial areas. This is particularly necessary because of sectional 
feelings and for filling a gap that has recently been created by the 
closing of the NPA offices in Boise and Spokane and the cutting down 
of the office in Portland. 

We must have representation on all of the major committees of the 
various agencies in Washington, D. C., since the subjects under dis- 
cussion in these committees and the decisions made by them all have 
their effect on what is commonly called small business. There should 
be a spokesman for small business on all of these committees. 

I would recommend some changes in the matter of our loan program. 
As the situation now stands the loan offices of the RFC are prohibited 
by directives from Washington from discussing any applications with 
us or opening up their files to us, yet on the other hand, the local offices 
of the RFC are required to furnish the applicant with Form SDPA 
22. We have made investigations of a considerable number of loans 
and I believe that we have one of the best loan specialists in the country 
in this regard. After we have recommended approval, in many cases 
on a basis substantially different than originally presented, the RFC 
follows out our recommendations but handles it under some other sec- 
tion of RFC authority. It would seem to me that since they are going 
on our recommendations, this should be a part of the record. I am 
attaching a statement from our loan specialist which enlarges on our 
loan program. 

Since this agency is generally considered to be the spokesman for 
small business, I would strongly suggest that tried and true small 
businessmen be recruited into the agency particularly at the field level 
since we can only understand the problems of small business if as a 
small-business man we have experienced the same kind of problems, 
in other words, meeting a pay roll. I recognize that this is a difficult 
goal and because of this, the regional advisory boards are quite 
important. 

uring the last year and a half, there have been set up small-business 
specialists or small business divisions in practically all of the Federal 
agencies. These groups have held a series of small-business clinics in 
various parts of this region. Many small-business men of various 
categories have come to these meetings, have told their story, have 
asked for help, and, generally speaking, have received very little 
assistance. The need clearly exists for the continuation of SDPA as 
the sole independent advocate and representative that small business 
has in the councils of the executive department of our Government. 
We have but one client and but one objective—that is to assist small 
business concerns. 

(Summary of inquiries and loan program in Seattle region, sub- 
mitted by Mr. Willard, are as follows:) 
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Number of interviews, telephone calls, letters, or other contacts by nature of 























problem 
Telephone calls Letters 
Subject heading —_ 
Received | Made Received Written 

Financial assistance. ....__- CE a Fela | 106 113 | 86 4 30 
Certificates of competency.._.....-.....-.- 7 3 | 1 Ways ees 
I oo ccm ecccccccccccccccss | 97 70 43 3 31 
Contract assistance.................-.-....| 438 542 379 104 96 
Production pools.......................... 7 | 2 11 | 3 3 
. SF FEST ETS | 38 | 44 8 | 
Material and equipment assistance _.._.__- | 68 | 87 31 | 28 24 
Tax amortization...................-.....- 8 1 | 9 | 3 1 
Ge cincadctdaanedebos ----] 64 |.--- rites ~---|----=-== \ - 

OE a ; 843 | 872 | 569 | 155 | 185 
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FINANCIAL ASSISTANCE ACTIVITIES, SEATTLE REGIONAL OFFICE OF SMALL DEFENSE 
PLANTS ADMINISTRATION 


During the approximately 6 months of SDPA's operating existence, 63 loan 
applications in the amount of $14,143 608.61, originating in this region, have been 
filed under section 714. Of these, 8 are being processed by RFC field offices and 
55 have been received for consideration by SDPA. Nineteen have been with- 
drawn, 5 have been held ineligible for recommendation by SDPA by reason of 
law or policy, 8 are pending with SDPA, 11 have been unfavorably recommended 
by SDPA, and 12 have been favorably recommended by SDPA and returned to 
RFC. Of te last mentioned, three are pending with RFC and the balance have 
been approved as follows: 














| Number Amount 
a es BE? BOB. <n cc ncndccckvtensubdccctocbsbecnbeccsanccncese 5 $935, 100 
By OID By BPE BM ocinccd ct cencksbtndtintcarcasctocbessesnccsicse 1 100, 000 
Be, i, SE DOR....ncnacnmeeccopingtssetanscesedieonnrenuapees 3 110, 000 





Of the total number of applications received, as shown above, 36 have been 
processed since I entered on active duty with this office on April 10. Of these, 
five were approved by RFC before our processing was completed, and one has 
been withdrawn. Nineteen in the amount of $5,713,898 have been recommended 
for decline and eleven, in the aggregate amount of $2,912,500, have been recom- 
mended for approval. 

In addition to the loan applications handled, one certificate of competency, 
involving an Army engineers’ procurement contract of $880,000, has been issued. 
Twenty-seven other specific cases of financial assistance have been rendered to 
small business. These cases have been in the form of preliminary discussion and 
advice on the approach and preparation of loan applications, advice and refer- 
ence to banks, assistance in obtaining amendments to existing loan authoriza- 
tions, ete. 

AS a measure of the workload during this 3-month period, contacts with small 
businesses on their financial problems have been as follows: 
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This sizable workload has been considerably handicapped by lack of proper 
coordination between the RFC and our agency up to this time. In view of the 
procedure up to now, which requires that all applications be transferred from 
the RFC field to the Washington level before being submitted to our office, 
considerable delay is unnecessarily caused in final processing. This leads to 
anxiety on the part of applicants and to expense in tracing cases which are un- 
duly slow in coming through. This situation has been greatly aggravated at 
times by the fact that when the application reaches our office, occasionally it 
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So that the effectiveness of this program may be improved upon, I 
would suggest that sufficient budget be allowed to permit a closely 
knit, hard-hitting staff in each region. In our case this would consist 
of about seven people in the Seattle regional office, three in the district 
office in Portland, one representative in a small office in Boise, and two 
in a small office in Spokane. The district offices should be established 
particularly here in the West because of the distances between our 
industrial areas. This is particularly necessary because of sectional 
feelings and for filling a gap that has recently been created by the 
closing of the NPA offices in Boise and Spokane and the cutting down 
of the office in Portland. 

We must have representation on all of the major committees of the 
various agencies in Washington, D. C., since the subjects under dis- 
cussion in these committees and the decisions made by them all have 
their effect on what is commonly called small business. There should 
be a spokesman for small business on all of these committees. 

I would recommend some changes in the matter of our loan program. 
As the situation now stands the loan offices of the RFC are prohibited 
by directives from Washington from discussing any applications with 
us or opening up their files to us, yet on the other hand, the local offices 
of the RFC are required to furnish the applicant with Form SDPA 
22. We have made investigations of a considerable number of loans 
and I believe that we have one of the best loan specialists in the country 
in this regard. After we have recommended approval, in many cases 
on a basis substantially different than erigiedi presented, the RFC 
follows out our recommendations but handles it under some other sec- 
tion of RFC authority. It would seem to me that since they are going 
on our recommendations, this should be a part of the record. I am 
attaching a statement from our loan specialist which enlarges on our 
loan program. 

Since this agency is generally considered to be the spokesman for 
small business, I would strongly suggest that tried and true small 
businessmen be recruited into the agency particularly at the field level 
since we can only understand the problems of small business if as a 
small-business man we have experienced the same kind of problems, 
in other words, meeting a pay roll. I recognize that this is a difficult 
goal and because of this, the regional advisory boards are quite 
important. 

uring the last year and a half, there have been set up small-business 
specialists or small business divisions in practically all of the Federal 
agencies. These groups have held a series of small-business clinics in 
various parts of this region. Many small-business men of various 
categories have come to these meetings, have told their story, have 
asked for help, and, generally speaking, have received very little 
assistance. The need clearly exists for the continuation of SDPA as 
the sole independent advocate and representative that small business 
has in the councils of the executive department of our Government. 
We have but one client and but one objective—that is to assist small 
business concerns. 

(Summary of inquiries and loan program in Seattle region, sub- 
mitted by Mr. Willard, are as follows:) 
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Number of interviews, telephone calls, letters, or other contacts by nature of 
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FINANCIAL ASSISTANCE ACTIVITIES, SEATTLE REGIONAL OFFICE OF SMALL DEFENSE 
PLANTS ADMINISTRATION 


During the approximately 6 months of SDPA’s operating existence, 63 loan 
applications in the amount of $14,143 603.61, originating in this region, have been 
filed under section 714. Of these, 8 are being processed by RFC field offices and 
55 have been received for consideration by SDPA. Nineteen have been with- 
drawn, 5 have been held ineligible for recommendation by SDPA by reason of 
law or policy, 8 are pending with SDPA, 11 have been unfavorably recommended 
by SDPA, and 12 have been favorably recommended by SDPA and returned to 
RFC. Of the last mentioned, three are pending with RFC and the balance have 
been approved as follows: 
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Of the total number of applications received, as shown above, 36 have been 
processed since I entered on active duty with this office on April 10. Of these, 
five were approved by RFC before our processing was completed, and one has 
been withdrawn. Nineteen in the amount of $5,713,898 have been recommended 
for decline and eleven, in the aggregate amount of $2,912,500, have been recom- 
mended for approval. 

In addition to the loan applications handled, one certificate of competency, 
involving an Army engineers’ procurement contract of $880,000, has been issued. 
Twenty-seven other specific cases of financial assistance have been rendered to 
small business. These cases have been in the form of preliminary discussion and 
advice on the approach and preparation of loan applications, advice and refer- 
pr to banks, assistance in obtaining amendments to existing loan authoriza- 

ons, ete. 

AS a measure of the workload during this 3-month period, contacts with small 
businesses on their financial problems have been as follows: 


IS ie dea a i ie ds 188 
EE OG Ee ane ae se Oe OES Pe |, Pa ay eS OR TSE TN ee 44 
OE IRIE TOLLS RELIG DRE IORI, DF ALO 101 


This sizable workload has been considerably handicapped by lack of proper 
coordination between the RFC and our agency up to this time. In view of the 
procedure up to now, which requires that all applications be transferred from 
the RFC field to the Washington level before being submitted to our office, 
considerable delay is unnecessarily caused in final processing. This leads to 
anxiety on the part of applicants and to expense in tracing cases which are un- 
duly slow in coming through. This situation has been greatly aggravated at 
times by the fact that when the application reaches our office, occasionally it 
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is stripped of all exhibits containing pertinent detailed information. Inasmuch 
as the local RFC offices have been forbidden to give us information of any kind, 
this has necessitated our going direct to the applicant and in effect duplicating 
both his and the RFC field office's efforts. To have to explain to the applicant 
why this is necessary is embarrassing. Certainly, this relationship between the 
two organizations is unwarranted, and it is hoped the situation can be appro- 
priately corrected without delay. It seems to me we are both working toward 
the same objective, that of giving efficient and prompt service to the public. At 
the agency level, RFC personnel have been uniformly helpful and cooperative 
within the limits of their interpreted authority. 

The Seattle SDPA region embraces the States of Washington, Oregon, and 
Idahv. So far as loans are concerned, we draw from the Seattle, Portiand, and 
Spokane agencies of the RFC. The Seattle agency territory includes Alaska 
and the Spokane agency territory includes the entire State of Montana. Both 
of these areas are outside the jurisdiction of Seattle SDVA over-all functions. 
On the other hand, the Spokane RFC office covers only the panhandle of Idah», 
leaving the balance of the State, so far as loans are concerned, going to the 
Salt Lake City agency of the RFC. Since the latter is outside the dominion 
of this office, we are not able ta properly follow-throu’h on loan applications 
originating in the southern part of Idaho. This situation is awkward, and in 
view of the fact that there appears to be lack of uniformity of territories of 
—— Government agencies, correction of this matter appears to merit con- 
sideration. 


E. D. Peterson, Financial Specialist. 


Mr. Datmas. Thank you very much, Mr. Willard. 

Congressman Mitchell ? 

Mr. “Mrrenet. L. I wonder if we could make the record clear here, 
Allan, in regard to the sufficiency of the staff today. You outlined the 
need for seven in Seattle, three in Portland, one in Boise, two in 
Spokane. What is the present staff? 

Mr. Witxarp. We have two girls in the Seattle office; one loan 
man; one industrial man, an assistant, and myself; and one man in 
Portland. 

Mr. Mrrenery. Well, let us get the figure on that. The total is 
7—10, 11, 12—13 people. 

Do I understand, then, that you have 3 people now doing a job 
that you think you should have 13 people for ? 

Mr. Witiarp. Well, to have a proper representation and to have the 
proper brains in the agency, we have requested a total of 16, but we, 
as I say in this statement, must have this minimum here. 

Mr. Mircuett. This number is men actually working on the prob- 
lems of the agency ¢ 

Mr. Wuuarp. That is right. 

Mr. Mrrenext. It includes the clerical and the rest of the people? 

Mr. Witxarp. It includes the clerical. I want to say in that con- 
nection we do not want a large agency. I would have no part in it. 

We are very fortunate in being able to use the chamber of com- 
merce and the Governor’s committee regardless of political considera- 
tions and everything else, and I think we should continue to have these 

rivate agencies, so-called, carry the workload. They are all very 

appy to do it, Mr. Congressman. 
fr. Mrrcnety. No doubt about that. 

Mr. Wixarp. Yes. So I would not be a party to a large agency, 
I do not want a large staff, but—— 

Mr. Mircnet.. Have you requested this staff from the national 
agency ? 

Mr. Witiarp. Yes, sir. 
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Mr. Mrrcne.it. And what has been the problem; is it one of budget- 
ary problems? 

r. Witiarp. They say they do not have the money. I understand 
now that the budget has been approved, that it may be forthcoming. 
I don’t know. 

Mr. Mrrcnetzi. Could you enlarge a little bit on the cooperation you 
mentioned there in your statement with the local agencies. You in- 
dicated that the Air Force was cooperating; however, that the Navy 
and the Army had not been cooperating as well as they might in the 
local field. 

Mr. Witxarp. No, that is not correct. The Army and Navy, as I 
understand it, have not agreed to this joint determination as yet. 
The Air Force has. 

I would like to say at the local level that the Navy has been very 
cooperative, particularly Commander Healy, and the same applies to 
the Air Force, particularly Colonel Davis, and Bondy at the Ordnance, 
as best as he is able to do. 

Mr. Mircueti. Can we have a little explanation of what “joint 
determination” is? Just what do you mean and just what is the 
implication of that? 

Mr. Wittarp. Well, the Small Defense Plants Administration en- 
tered into an agreement with the Munitions Board on January 12. 
That was sat on after it was entered into and it did not get out of the 
Munitions Board. 

So, on March 16 another agreement was entered into, if I have got 
the date right, but that is substantially correct. And the Munitions 
Board passed this directive on down to the other agencies, as I under- 
stand it. 

It works like this. Our agency and the procurement agency make 
a joint determination on future procurements, and if it is determined 
by the two agencies that small business can handle that procurement 
it is so earmarked and is sent out into the procurement center for bid- 
ding purposes and purchase, and big business cannot bid on it. 

Now, that to me is a big step forward. I think attached to that 
should be some kind of an agreement that would give us, for in- 
stance, who are so far away from all the procurement centers, more 
lead time so that we would have some time to prepare the bid. As it is, 
we do not have. 

Mr. Mircnery. Has the actual delivery of invitations to bid been 
improved in the last several months? 

Mr. Witxarp. I would say in a broad sense, yes. I would also say 
that the very fact that this agency is in existence has created a greater 
dispersion of the procurements over the United States. 

I know that is true in this region, and whether we can take the 
credit for it or not, I will say directly or indirectly I think there have 
been a number of contracts that have come into this region just from 
the very fact that this agency is in existence that I do not think would 
have come otherwise. 

I would say that there is an improvement in that regard. 

I would like to enter for the record, Mr. Chairman, also some let- 
ters from different people who had been unable to be here. They are 
rather voluminous. 
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One is from the Garco Corp. in Seattle; one from the Cascade Food 
Products in Salem, Oreg., and one from the Alaska Plywood Corp., 
at Juneau, and a letter from the Columbia River Line Co., Van- 
couver, Wash. 

(The letters above referred to are as follows :) 


STATEMENT OF M. H. RENHARD, ALASKA PLYWOOD CORP., JUNEAU, ALASKA 


ALASKA PLywoop Corp., 
Juneau, Alaska, July 11, 1952, 


To subcommittee investigating the field organization of small defense plants. 

GENTLEMEN: We wish to take this opportunity to give you a brief résumé of 
our experiences in attempting to obtain Federal assistance for the construction 
of a plywood plant at Juneau, Alaska 

In October of 1951 the local office of the Reconstruction Finance Corporation 
Suggested to President Thomas A. Morgan, of Alaska Plywood Corp., that we 
process our loan through the DPA structure where we might be able to develop 
a larger proportion of Government financing than we could under a straignt 
RFC business loan. Following these suggestions Alaska Plywood Corp. prepared 
an application to DPA for an $800,000 loan. This application was filed in No- 
vember of 1951. At that time both the Seattle office of RFC and the Seattle 
office of NPA concurred in the opinion that our organization would very probably 
qualify for a loan under this structure, and they knew of no reason why we should 
not be given full consideration in our application. After approximately 5 months’ 
delay we were finally advised that our application was in direct conflict with 
a so-called well-defined policy of NPA under which they had turned down all 
loan applications for softwood plywood operations on the basis that production 
goals could be achieved without governmental financing. 

In letters which we have in our files under the signatures of officials of NPA 
we find that this agency has gone further than simply refusing loan applica- 
tions of new plywood ventures. It has also refused the certificates of necessity 
providing tax-amortization benefits for new organizations in most cases in favor 
of granting such benefits to large operating plywoods already established in the 
industry. We have documentary evidence to support this position. 

Our only complaint against the handling of our application in NPA was the 
failure of the Washington office of NPA to inform us immediately upon receipt 
of our application of the so-called well-defined policy. 

At a meeting in Washington, D. C., on March 10, 1952, attended by Gov. Ernest 
Greuning, of Alaska: Mr. E. L. Bartlett, Alaska Delegate to Congress; Mr. 
Joseph T. Flakne, Chief, Alaska Division of the Interior Department ; Mr. Tebbe, 
representing the Forest Service; Mr. George Sundborg, representing the Alaska 
Planning Board, all of whom are in hearty support of the beginning of develop- 
ment of a plywood industry in Alaska; Mr. M. H. Renhard, representing Alaska 
Plywood Corp.; as well as officials of the NPA, it was finally explained for the 
first time that our application was in conflict with their policy. 

After this meeting, at the suggestion of Delegate Bartlett and Mr. Flakne, 
of the Interior Department, Mr. Renhard went to the office of Small Defense 
Plants, Washington, D. C., to determine whether a loan application would be 
given consideration in that office. Mr. Renhard received a Government pam- 
phiet in which the following policy was set forth as governing the actions and 
attitudes of SDPA: 

“It is a policy of the Small Defense Plants Administration to recommend all 
possible financial aid to small business concerns to insure their participation 
in the defense production program and to help maintain a sound national econ- 
omy. Both of these purposes are among the aims of the Defense Production 
Act.” 

With this policy as a guide, an application was immediately prepared for 
handling our loan through SDPA. After a relatively short period of time we 
were informed that our application bad been approved by Small Defense Plants 
and had been forwarded to RFC. This information was given to us on April 
9, 1952. 

Subsequently, we ascertained that additional objections were forwarded to the 
RFC from the offices of NPA for the approval of a loan to our corporation. Since 
that time we have experienced 3 months of additional delay with no decision 
to this date, either for or against our application. Obviously these delays are 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 2907 


extremely damaging to our program of establishing a plywood industry in 
Alaska. 

In conclusion, may we point out to the committee that from the standpoint 
of Small business operators such as our organization, the Small Defense Plants 
Administration, if allowed to operate under the policy as enunciated in the 
Government bulletin previously quoted, would be of inestimable value. How- 
ever, if the operation and policies are to be controlled by objections of other 
agencies whose interests are discriminatory, then we feel this agency would be 
simply another waste of public funds. 


Yours very truly, 
M. H. Renwarp. 


STATEMENT OF JOHN HERB, PARTNER, COLUMBIA RIVER LIME CO., 
VANCOUVER, WASH. 
JuLy 9, 1952. 
Re DPA Loan No. 580424. 


SMALL DEFENSE PLANTS ADMINISTRATION, 
Seattle, Wash. 

GENTLEMEN : After encountering many obstacles, our company finally, through 
the advice and efforts of your Mr. Edgar Peterson, was able to have our loan 
amended with the Portland RFC office, so that as soon as processing is complete 
we will be able to furnish the much needed agricultural lime to the States of 
Oregon and Washington Pacific slope farmers, and I felt that your interest in 
our problems warranted a letter of appreciation. 

A brief history of the case is as follows: Approximately 2 years ago we applied 
for a DPA loan to quarry, pulverize, and distribute agricultural limestone. This 
loan was authorized under the Defense Minerals Administration in Washington, 
D. C., and given to RFC to administer. 

The request for the loan covered items of plant construction, road construction, 
and purchase of additional equipment, these funds to be advanced so that this 
work could be completed. 

Unfortunately, when the authorization arrived it covered these items but 
demanded the work be completed before any disbursements could be made. Im- 
mediately this caused an impossible situation. All my equipment was under 
mortgage by RFC as collateral for the loan, leaving me no way to raise funds to 
do this work and RFC stating they could not change the authorization. Had I 
the funds to complete the work, I would not have needed the loan in the first 
place. 

I had made commitments all up and down the coast for the disposal of lime 
and finally in despair I called on your office in Seattle, meeting Mr. Peterson. He 
immediately reviewed my case and saw the impossible situation. He personally 
contacted RFC in Portland and advised me how to request an amendment from 
Washington, D.C. This was granted and shortly, as soon as a few minor tech- 
nicalities of a normal nature are straightened out in Portland RFC, disburse- 
ments will be made. 

I wish to take this opportunity to again thank your office for the prompt and 
efficient action I received. 


Sincerely, z - 
OHN HER, 


Partner, Columbdia River Lime Co. 


STATEMENT OF T. E, NELSON, PRESIDENT, CARGO CORP., SEATTLE, WASH. 


Garco Corp., 
Seattle, Wash., July 8, 1952. 


Setect CoMMITTEE ON SMAIL BUSINESS OF THE HOUSE OF REPRESENTATIVES, 
Care of Small Defense Plants Administration, Seattle, Wash. 
(Attention Hon. Mike Mansfield.) 

GENTLEMEN : We find it difficult to fully express our keen appreciation, so richly 
deserved by your regional office of the Small Defense Plants Administration in 
Seattle, Wash., and particularly its manager, Mr. Allen Willard, and assistant 
manager, Mr. Don. W. Carswell, for the help they have given us in the matter 
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of our obtaining a Government contract for the construction of 2,588 electric- 
power units for the Corps of Eagineers at Philadelphia. 

Their untiring efforts and the terrific energy expended in our behalf was 
undoubtedly the prime factor in our obtaining this contract, and has caused us 
to realize the tremendous importance of the function of the Small Defense 
Plants Administration in the welfare of a community in furthering the interests 
of the small plants whose first desire may be the furthering of the defense effort 
and the obtaining of prime contracts. 

We frankly believe that this bureau is one of the finest that has ever been 
created by an act of Congress, and we are sure that the Small Defense Plants 
Administration has and deserves the unqualified thanks of the little fellow 
throughout the entire Nation. 

Very truly yours, 
T. BE. Newson, President. 





STATEMENT OF W. EMERY HOBBS, CASCADE FOOD PRODUCTS, SALEM, OREG. 


CascapE Woop Propucts, 
Salem, Oreg., July 9, 1952. 
Mr. ALLAN L. WILLARD, 
Regional Director, Small Defense Plants Administration, 
Seattle, Wash. 

Dear Mr. Wrctarp: It has been brought to our attention that there will be a 
meeting of the select committee for the purpose o. holding a hearing in Seattle 
to determine the assistance being furnished to small business. 

I would appreciate this opportunity to go on record and advise you of a 
few of the difficulties that I have encountered in the past 2 years in financing two 
Army contracts. The banks were just not interested in working with us be- 
cause we were too small and there were plenty of loans for them to make where 
they could just take the “cream” without any risk and they advised me that 
there just wasn’t enough in it for them. 

Last year we assigned our contract to the bank, but to get them to handle it, 
we had to contact our suppliers and get them to deliver and wait for their pay- 
ment until the payment came in from the Army. Not only were there delays in 
packing but we had to make concessions on prices of our raw materials to get 
the suppliers to deliver. These extra fees amounted to only $3,100 in 1 month 
of operation. 

This year we contacted the RFC in Portland to obtain operating capital to 
finance our Army contract and they advised us to contact Mr. John Barnett, 
of SDPA, in Portland, and we wish to assure you that through his suggestions 
and ideas we were able to present our problem to the RFC in a satis.actory 
manner. 

There is a definite need for this type of assistance in this area where a small- 
business man sould discuss his problems and receive some consideration and it 
would seem that to make this program workable there should be an office in 
the area with sufficient employees to cover the problems as they arise. 

Very truly yours, 
W. Emery Hosgss. 


Mr. Wittarp. I have attached also to my statement interviews, and 
that sort of thing, to give you an idea of what our workload is. I 
have a detailed statement attached as to our loan program and what 
is accomplished in this area. I don’t think it needs to be read, because 
it is figures. 

Mr. Datmas. Mr. Riley, any questions? 

Mr. R try. No. 

Mr. Daimas. We have the manager of the Office of Small Business 
of the Reconstruction Finance Corporation with us, Mr. Walter O’Don- 
nell. Mr. O'Donnell, would you shed a little light on this very im- 

ortant matter that Mr. Willard speaks of, the discussion of loans 

‘tween the two regional offices? Mr. O'Donnell. 

Mr. O’Donne.xu. I would be very happy to comment on it, Mr. 
Dalmas. 
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At the outset, there was an agreement between the administrators 
of the Small Defense Plants Administration and the Reconstruction 
Finance Corporation which took place immediately after Mr. Taylor 
was confirmed by the Senate. 

The theme or the basic philosophy of that agreement was one of 
full and complete cooperation between the agencies. That has been 
rather an evolutionary process, as you can well appreciate, in the 
sense that Mr. Taylor as Administrator—is was a one-man organiza- 
tion at the time he was contirmed by the United States Senate and the 
organization had to grow and with it, of course, the procedure between 
the two agencies evolved. 

At the outset and to some extent today the handling of these cases 
is entirely on the Washington level. Efforts are being made, how- 
ever, between the two administrators to streamline that procedure. 

As a result there was no basis originally for an exchange of in- 
formation at the regional level; there were no offices of the Small 
Defense Plants Administration. 

Recently there has been a change in our manual of instructions with 
respect to exchange of information between the offices. I think that 
takes care of the first point Mr. Willard raised. 

The second one is that the Reconstruction Finance Corporation is 
making loans under one authority or another after recommendation 
by the Small Defense Plants Administration under section 714. That 
requires a little explanation. 

As you know, the basic RFC law as to the lending authority has a 
very broad purpose but it is rather restrictive insofar as the credit 
requirements are concerned. 

In this emergency period the Congress felt it not only desirable but 
necessary to arrange for lending on a more narrow purpose but with 
much broader credit basis than is provided in the RFC law. This 
was first provided in the Defense Production Act prior to the creation 
of the Small Defense Plants Administration. By Executive order 
the President transferred that lending authority to the RFC. 

There are certain limitations under the authority, however; if the 
loan is purely for working capital, then the RFC can make it under 
public Sieh tended section 302 of the Defense Production Act, as 
amended ; if the funds are primarily for capital expansion, then there 
is a limitation. 

In order to use that authority we must first have—by that I mean 
that the President in his Executive order placed a restriction on the 
use of the authority. 

The restriction is that we have a certificate of essentiality from the 
Defense Production Administration. Having that, and the purpose 
of the loan being for capital expansion, we are permitted to authorize 
it under section 302. 

Since the Congress has created the Small Defense Plants Adminis- 
tration and the Congress gave the RFC the authority to make loans 
under certain conditions er the Administrator of the SDPA 
recommended them favorably. 


Now, I think it should be clear that if it is possible to make a loan 
under the basic Reconstruction Finance Corporation law, you have a 
sounder loan from the credit standpoint ; and I certainly do not believe 
it to be the intent of Congress that we should not make the best deal 
for the Government. 
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So, if a man applies for a loan and we can, under the RFC law, make 
the loan, we should proceed to do that, regardless of certain recom- 
mendations from the SDPA. Now, that is No.1. That is the peace- 
time law and if it can be made, then that is the way it is. 

Then, as far as section 302 or 714, there is little or no difference. I 
believe section 714 has a rather broader purpose than section 302 of 
the Defense Production Act. F 

However, the point I think should be stressed, regardless of credit, 
our first objective is to obtain for the small-business man financial as- 
sistance as rapidly as we can possibly do it. sane 

In our agreement with the Small Defense Plants Administration it 
works out so that these cases are considered concurrently. 

By that I mean the report and the application, our examiner’s re- 

rt and application go over to the SDPA the minute they reach the 
Vashington office. e in our Washington office are trying to work up 

a recommendation as to an RFC loan or a loan under section 302 for 
working capital, while the SDPA is working on it from the standpoint 
of recommending it to us. 

If we can take any one of those three courses immediately, I think it 
behooves us to do it immediately in order to give financial assistance to 
the applicant. That pretty well covers it. 

Mr. Datmas. Mr. O'Donnell, you are working on it in the field 
offices to overcome this difficulty of having exchange of information at 
the field level ? 

Mr. O’Donnett. That has recently been done, Mr. Dalmas, in the 
form of instructions to our men. 

Mr. Dacmas. Thank you very much, Mr. O’Donnell. 

On this joint determination, Mr. Willard, what is the latest informa- 
tion which you have about that? 

Mr. Wutarp. I would like to ask Mr. Wienshienk to comment on 
that. He is following through on it. 

Mr. WIeNSHIENK. ‘Mr. Dalmas, Mr. Taylor went to the President 
last week on the problem of obtaining cooperation from the Army and 
Navy to enter into the type of agreement that the Air Force entered 
into several months ago. 

Since that time Mr. Taylor has had lunch with the procurement 
secretaries of the Army and Navy, which was just the day before I left 
Washington, on Thursday last. 

According to the report I received—and I would be glad to put it 
into the record although it is in no sense official—there is an indication 
that the Navy is now going to send over a revised draft of the proposed 
agreement, and the Army is doing the same. 

I am in no position to say whether these newest drafts of the pro- 
osed agreement will overcome the difficulty or not, but at least we 
now, as we are sitting here today, that the Army and Navy are send- 

ing over another draft of the progecsd agreement. 

Mr. Datmas. Thank you, Mr. Wienshienk. 

I would like to read a little item here, if I may, that shows how im- 
portant this joint determination may be, particularly at a later date, 
This is from our weekly staff report to committee members under the 
title “Defense Production.” 

The total value of deliveries in the defense procurement and construction pro- 


gram increased during the past quarter by 20 percent over the previous 3-month 
period. This is six times the level at the time of the invasion of South Korea. 
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The report points out that procurement activities are now three- 
quarters of the way toward the 10.5 billion quarterly rate to be reached 
early in 1953 and maintained through 1954. 

That means that defense contracts as such are going to become 
more important all the while because of the increased spending. 

It also means that somewhere along the line when the defense spend- 
ing gets up to the full level as planned, that you again may have ma- 
terial shortages which will in turn cut down civilian production, 

So that if you are going to keep all small business on an even keel, 
there has got to be that full cooperation that you speak of, Mr. Willard. 
Thank you very much, sir. 

Our next witness is Mr. Frank West, vice chairman of the Regional 
Advisory Board of the SDPA and president of the Preservative 
Paint Co., of Seattle, Wash. 

Mr. West. 


STATEMENT OF FRANK WEST, PRESIDENT OF PRESERVATIVE 
PAINT COC., SEATTLE, WASH; VICE CHAIRMAN, REGIONAL AD- 
VISORY BOARD, SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. West. Thank you, Mr. Dalmas and Congressman Mitchell. 
Congressman Mitchell, I want first to express my appreciation to 
ou for bringing out the fact upon this record, both you and Mr. 
illard, of the very fine degree of cooperation that we have had from 
our local small-business agencies of the Army and the Navy and the 
other civilian branches of the Government. I know that by their per- 
sonal conversations with myself and indications in the area, they have 
attempted to fulfill all within their power the rules and regulations 
that do come down from Washington, D. C., and I am sure that if 
there are shortcomings it is largely a matter of national legislation. 

I also want to assure everyone in this room if it might be proper to 
do so that during the last war and in the interim and during and since 
the Korean war that our Congressman Mitchell has at all times been 
most cooperative with representatives of local industrial associations 
in attempting to help in their problems insofar as any Congressman, 
any single Congressman, or any Senator might be able to do through 
individual efforts and actions in Washington, D. C. 

I am going to take a moment or so, if I might, to more or less ex- 
plain the reason why I accepted the job as regional vice chairman of 
the Small Defense Plants Administration. 

As many of you might possibly recall, during the last war we had 
two very large establishments in this area who were very hungry for 
labor and properly so, and because of that and because of the man- 
apes legislation, at one particular time there were approximately 

50 million in contracts canceled among the small plants in this area. 
We held a mass meeting and I was appointed as representing the 
association of Washington industry, along with the representatives of 
the Chamber of Commerce and other industries, including the Army 
and the Navy, to find a way out of this very bad dilemma, because if 
we had closed these hundreds of small plants in this particular area 
at that time, certainly we would have had because of that a very 
disastrous effect when the war was completed successfully. . 

The wisdom of the action of this group in sitting around the table 
with our governmental agencies in solving their problems was cer- 
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tainly proven in the postwar period, when we gained population sub- 
stantially, rather than lost, because we have not made ghost shops of 
these small industries. 

Because of the inequities of some of the rules and regulations that 
were set out, some contracts were canceled in order to get manpower 
for our larger defense plants and that happened in many, many in- 
stances, but fortunately as soon as the true condition was called to 
the attention of the Manpower Commission, the situation was very 
quickly changed. 

But unfortunately, after the war was over we seemed to have swung 
back to the old way of doing things again, and at the inception of the 
Korean war I personally, and I believe a great many other industrial 
people in the area, realized that our procurement program, in the 
over-all picture—that they had not learned a great deal from the ex- 
perience of the last war and we were going back to the same old 
routine of giving most of the business in a concentrated manner to 
large business. 

This came unfortunately at a very bad time when material short- 
ages were created. Those material shortages, added to the fact that 
the small plants could not obtain war contracts, were beginning some 
time about last fall to have a very disastrous effect upon the employ- 
ment, the manpower, and the morale of the people within this area. 

At about that time when this serious condition began to be realized, 
Gen. Telford Taylor, probably working through the House Small 
Business Committee and the Senate Small Business Committee, re- 
alized that the vehicle upon which we were operating was not sufli- 
cient to take care of war economy for small business and maintain a 
fair and equitable program Nation-wide, because we are not here in a 
provincial manner at. all—we realize the problems of small-business 
men of San Francisco or Vermont or any place else, we merely want 
an equitable national program that protects all of our interests as 
well. 

So that when this program was set up by Gen. Telford Taylor I 
was asked to go back and serve, and frankly I was amazed and pleased 
at the idealistic approach that was made not only by the general, but 
by all of his assistants, men who were giving up their private busi- 
nesses, their life’s hopes, to go into this particular agency and do the 
worth-while job as patriotically as any war job can possibly be handled 
by any single individual. 

“I came back from there and as soon as I came back we began to hear 
rumblings that through various competing agencies and possibly va- 
rious political agencies, I don’t know, a combination of a great many 
things, we were advised we were only going to be in business 60 days 
or so, that we were not going to have our budget renewed—and so I 
went back to Congress, went back up to the Hill and talked with a 
lot of people and did a lot of work and—well, a little more lifeblood 
was pumped into us and I now see that we are going to be in business 
for another year. 

In my opinion, I think the fact that the Small Defense Plants Ad- 
ministration has been continued for another year offers one of the 
greatest hopes for a balanced economy for that period of time, more 
than any other single piece of legislation that has been or will be 
passed by the Congress, and I hope that all of the gentlemen here 
representing the various Government agencies who deal with procure- 
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ment and the economy of the particular area in which they happen 
to be placed realize that we, those of us who are in this particular 
effort, giving some of our time and energy to it, by doing it as com- 
pletely unselfishly, without any desire for personal favors on our con- 
tracts or anything else—we are not sacrificing our rights but we are 
not adding to our privileges by doing so—and I know that whatever 
might be said here today that no one will take it in any sense as a 
personal offense—we are all completely human beings and we must 
repeat words and statements that come of our own knowledge and 
after all is said and done, if we are just going to come down here and 
pat each other on the back and say just nice things, we might as well 
not come down because we only make progress, we only improve our 
way of living through cooperative criticism and understanding of 
each other’s problems—so that, in my opinion, was why this House 
Small Business Committee came here, because I think you wanted to 
learn the facts and we want to give you the facts. I am not going to 
testify on any specific cases. 

I could say that I have a particular peeve—and the inspector of 
the Navy is right over there—I could say that I think they are too 
damn tough, so tough that I don’t know whether we want to do 
business with the Navy, but that might not be right to say, that might 
hurt his feelings [laughter]; but I could tell him, although my indi- 
vidual company might not be terrifically important because there are 
an awful lot of companies who would be very happy to take our place, 
I am sure, but I am certain, I know of 10 or 12 businesses in the city 
employing from 10 or 15 or 20 or 25 people who feel that they have 
gotten so tough in their inspection that it is almost an engineering or 
technical impossibility to comply with those requirements, and there 
are a lot of people feeling that way, and if I were in the commander’s 
shoes I would look into that phase and see if that policy is in the best 
interest of the naval procurement program; and if the statement were 
incorrect I would be the first one to tell Frank West, “Well, you are 
all wrong, these people do not know how to do the job”—and it is 
little things like that that multiply a hundredfold that create inequi- 
ties and create disagreement with our Government and lack of loyalty 
with a particular program. 

So I want to assure each and every one of you here that the Small 
Defense Plants Administration was created not to give privileges to 
any class or create an umbrella over people who are inefacien! or in- 
capable through inexperience or intelligence to serve this Nation com- 
petitively, but we are here for equality. We want an equal oppor- 
tunity in every respect and that is all we want. 

Now, I intended to give several cases of particular instances which 
might be helpful, but the vice chairman is not supposed to know very 
much anyway and he is only called on in case of emergency, to make 
a trip some place. There are many other people more qualified with 
details who could give testimony that would possibly be more helpful. 

I want to say I 64 Oh Mr. Dalmas, your coming out here with 
your committee and the Congressmen and the other members of the 
staff; and I know very well that a great deal of good will come out of 
this hearing. 

And as long as it is necessary for these vast amounts of money to be 
spent, we must guard that expenditure with every bit of care that we 
can have, but we must be careful that we do not in our zeal to guard the 
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expenditure let anyone in who is not properly equipped to do a job, and 
I am sure that that is the attitude in Washington and I am sure that is 
Allan Willard’s attitude and I believe it is the attitude of the other 
advisers on our staff. 

We want to do a good job working with governmental agencies at all 
defense plants and all of the people, and that is what we are here for; 
we have to have watchdogs of our public money. 

Thank you very much. 

Mr. Damas. Thank you, Mr. West. 

Congressman Mitchell ? 

Mr. Mrrenei. Well, Mr. West, I would just like to ask there in 
regard to the proposed personnel increase that is recommended by Mr. 
Willard, whether the Advisory Board works with Mr. Willard in 
helping him reach conclusions on the number of men necessary for 


the job. 

Mr. West. I would say, speaking ye yes, including pri- 
marily conversations with myself, Mr. Toly, Mr. Young, and the 
other members. 

We have not had joint meetings to determine these requirements for 
the simple reason that we have Tete essentially hanging on the ropes 
for months and we have not been in a position to do any concrete plan- 
ning for the future until we know whether or not we are going to be 
in business. I understand we knew that for a year now and these 
recommendations were passed, the funds allocated and the personnel 
necessary to do a reasonably good job for the area. 

Mr. Mircnuei. You would say that this staff would be feasible and 
would be in the interest of the defense program ? 

Mr. West. I very definitely would say so; yes. 

Mr. Mircnett. In your statements in regard to inspections, the 
difficulty of doing business with the Government, you seem to infer 
there that it is becoming more difficult. Am I right in drawing that 
implication ? 

ir. West. No, that is not true, Congressman. If you will recall my 
trips to your office some years ago in which we were attempting to get 
the naval inspection service, laboratory service, moved from Mare 
Island to Bremerton—and somewhat more than a year after that I 
came back to your office and you were surprised that had not been 
initiated. 

The reason we wanted the move from Mare Island to Bremerton was 
because we were as much as 4 months behind in inspection and we 
talked about the cry of speed—when it takes 4 months to make a sample 
inspection, it certainly is not in the interest of economy, particularly 
for this reason, there might be as much as 5,000 or 10,000 gallons of 
paint required to be sitting on a platform for all of that period of time, 
with the money tied up and all, until the inspection came through. 
We wanted more speed so we could act more efficiently in the interest 
of the Government. 

That inspection service, laboratory service, has finally been opened 
and we are getting a very great deal faster service at the present time, 
and cooperation, too. Does that answer? 

Mr, Mircueu. Yes. 

Mr. Damas. Mr. Riley? 

Mr. Ruiter. I was going to ask Commander Murdoch if he wanted 
to make any comment on that. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 2915 


Commander Murpocnu. Well, the only comment I could make would 
be in line with what Mr. West said. We have obtained the authority 
for Bremerton and that was given to us more or less as a temporary 
yroceeding, but we are asking that it be established as a permanent 
fslbebatory set-up throughout this district, and I believe that will take 
care of a great deal of the possible loss of time that may occur if we 
had to send it to Mare Island, and there are occasions where we may 
be a little tough on inspection, but we have reasons in back of that. 

However, if the manufacturer feels that we are being too tough and 
there are reasons why it is acceptable, we will certainly go to the 
purchasing agencies with that statement. We also have done that, 
and if the thing is really acceptable and we can certainly use it—but 
we do have requirements and specifications given to us, and we want 
to maintain them within reasonable limits. 

Mr. Mrrcnety. Commander, are there any other areas in addition 
to paint where you have an inspection problem or lag? 

Commander Murvocn. No; not that I know of at the present time, 
not that I can think of. We have had occasions when the Bremerton 
lay-out does get rather filled up and in many cases—I can think par- 
ticularly of wood products, they have been clogged up—but we are not 
having any particular problems at the present time. 

Mr. Datmas. Mr. West, now that Small Defense Plants Adminis- 
tration is on the track for at least a year and has sufficient operating 
funds, maybe not sufficient from everybody’s viewpoint, but never- 
theless it is a good deal more than they had last year, can you or will 
you for the record tell us briefly what your conception is of the func- 
tions and duties of the regional advisory board; what the Washing- 
ton office should do for the board; what the board should do for 
the Washington office, and the regional office; how active do you think 
you should be and how much direction do you think you should get, 
or should the direction be prompted by the board ? 

I have asked three or four questions in one there, but I would like 
to have your viewpoint on that. 

Mr. West. Well, I would answer in respect to the time obligation 
of the adviser. I think our time obligation should be all that the 
regional director requires. 

I have personally assured Allan Willard that I am at call at all 
times and that I will call a meeting of the other advisers at his request 
and I will go to the other areas if it is necessary at any time with him 
to straighten out any particular problems. I feel so very definitely 
the need of this agency that I made that offer. 

Now, I look to the future. As far as your statement as to our 
continued rearmament program—we are going to have a greater and 
greater burden upon this particular agency to alleviate natural in- 
equities regardless of any loss that will be created from time to time, 
and I believe that the other members of the advisory board feel the 
same as I do about their gift of time to this agency. 

I further believe from past experience that this agency will survive 
primarily because it has regional advisers who know the conditions 
within the region, who by their common knowledge can assess the 
realities of the plea that each individual small manufacturer, you 
might say, might forward. 

In other words, we know across the board the facts that are being 
presented without spending a lot of time and money. 
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We have Tom Young in Portland, Toly in Spokane, Hiatt here— 
the rest of us have been in business in these regions for many, many 
years, and we know these people and we have contacts through our 
chambers of commerce, our association of Washington industries, so 
we can fulfill in complete fairness to the Government and to the in- 
dividual manufacturer a service that it would be almost impossible to 
duplicate. 

Mr. Datmas. And the members of the regional advisory boards 
are not on the payroll. What you are doing is really a patriotic 
service to the other small-business people in your region. 

Mr. West. It is a very small one, a very small service that anyone 
can render particularly in time of what we all think of as war. 

Mr. Datmas. Mr. Willard? 

Mr. Wit1arp. I would just like to say that I have called on various 
members of the board at different times, particularly those that are 
far away from Seattle, and asked them to de something, and they 
have responded very well. In fact, they get the information probably 
better than I could officially. 

Mr. Damas. Do you feel that the board members feel that they 
are part and parcel of this agency ? 

Mr. West. Very definitely. 

Mr. Datmas. Or that they are just window dressing ? 

Mr. West. Well, I don’t feel that way out here. I think it is very 
important. 

{r. Davmas. I think it is very important that you feel and that they 
feel that they are integrated with the whole operation. 

Mr. West. I might answer that this way, Mr. Dalmas. Mr. Willard, 
as you all know, is a pretty successful businessman and I persuaded 
him to take this job and he did so and he has reiterated his statement 
that he will continue on the job only as long as he has advisers that 
will take their time and be helpful to him so he can do a better job 
himself. 

Mr. Dautmas. Thank you very much, Mr. West. 

We will now hear from Mr. Thomas Young, member of the Small 
Defense Plants Administration regional advisory board; and he is of 
the Pacific Roofing Corp. of Portland, Oreg. 

Mr. Young. 


STATEMENT OF THOMAS YOUNG, PACIFIC ROOFING CORP., PORT- 
LAND, OREG.; REGIONAL ADVISORY BOARD MEMBER, SMALL 
DEFENSE PLANTS ADMINISTRATION 


Mr. Datmas. Will you come up right here, Mr. Young. 

Mr. Youna. Well, Honorable Congressman Mitchell and Mr. Dal- 
mas, I am sorry that you don’t think my voice will reach to the other 
end of the room. I have never had any complaints about that in the 
past. |Laughter.] And, Honorable Mitchell, it is a new experience 
for me to address a Democratic Member of the House of Repre- 
sentatives. | Laughter. | 

Mr. Datmas. Mr. Young, this is a nonpartisan, nonpolitical com- 
mittee, and we are honored to have Representative Mitchell with us 
and I am sure that anything you say will have no political implica- 
tion and I am sure you will not be asked in that fashion. 

Mr. Mircue... For your information, Mr. Dalmas, Oregon does 
not have any Democrats. [ Laughter. | 
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Mr. Younes. For your information, Honorable Mitchell, we have 
Democrats but we don’t have any representatives. [Laughter.] 

I also might draw your attention, Mr. Dalmas, to the fact that 
when the budget measure was up for the Small Defense Plants Ad- 
ministration, that 100 percent of the Republican Members of the 
House voted for it. [ Laughter. | 

Mr. Datmas. That is correct. 

Mr. Younes. And therefore it is totally nonpolitical. 

Now, I have a short statement here on behalf of the Portland 
Chamber of Commerce which could not be represented here. I think 
it might take just a minute to read it. 

Mr. Damas. We would be very happy if you read it, Mr. Young. 

Mr. Youne. And I have given a copy to the reporter for includ- 
ing in the record. 

As a director of the Portland Chamber of Commerce and a member 
of its industries committee, I have been asked to appear on its be- 
half at this hearing. 

The Portland Chamber of Commerce has been actively concerned 
with solving the problems of the small manufacturing concerns with 
respect to defense work since the start of hostilities in Korea. Inas- 
much as individual problems confronting small manufacturers will be 
presented by other representatives at this meeting, it is our desire 
to confine our remarks to some of the over-all and broad phases of this 
situation. 

Only a few of the armed services have small-business representa- 
tives in Portland, making it necessary for our industries to consult 
with offices in Seattle with respect to procurement matters. Since 
the establishment of the Small Defense Plants Administration and 
the opening of their branch office in Portland—that was 3 months ago, 
by the way—we have found that this agenéy has relieved us of a 
tremendous amount of detail in dealing with the problems of the 
individual small manufacturer. This office is at present staffed by 
one competent man in quarters donated by the Portland Chamber of 
Commerce. However, no one individual, without secretarial as- 
sistance or any other personnel aid, can handle the many wide and 
diverse problems of a growing manufacturing area such as we have 
in Oregon. It is estimated that Oregon has 3,500 industrial plants, 
practically all of which are in the small-business category. 

It is our feeling that the Small Defense Plants Administration 
should be given adequate appropriations and funds to maintain an 
efficient working staff in our area. Even though the present organi- 
zation has been hampered by a lack of personnel and other rh. it 
has done an excellent job. If this agency—which is being given more 
and more responsibility in connection with the small manufacturers 
of the Nation—is to do its job efficiently and effectively it must be 
given the necessary wherewithal to carry out these objectives. 

Thank you very much. 

Mr. Dataas. Thank you. 

Mr. Youne. I feel that perhaps the spokesman for the Portland 
area should be John Barnett, but inasmuch-as'it has been handed to 
me, I will try to do the best job I can of it in regard to the coopera- 
tion between the advisory committee, inasmuch as the question has 
come up as to whether an adviser feels he is window dressing. 


86267—52—pt. 46 
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I might say that I accepted this job based on the fact that John 
Barnett would be the staff man for the office, because we considered 
him the best qualified man and had discussed that with Allan Willard, 
and he agreed with us, and when I say “we,” I mean the chamber of 
commerce, the people in business there and the governor’s committee, 
which is headed by Mr. Sid Woodbury, and they were in complete 
agreement in having John Barnett there. 

So I don’t feel in any way, shape, or form as though I were window 
—s and the other members, I am sure, don’t feel that way either. 

We feel as if we were a team, we feel as if we were getting con- 
sideration from all the other agencies. I am not saying that just to 
pat someone on the back. We expect to get cooperation. 

And when you have a nonpolitical affair and it is voted 100 per- 
cent by the House of Representatives, well, I think it would take a 
rather brave individual in any department to decide it was not a very 
good idea. 

One of our other advisory members is Mr. Fritz Slade, who is unable 
to be here today—however, the smallness of our delegation has noth- 
ing to do with the interest that we have in it. Mr. Fritz Slade is a 
banker. He is the vice president of the First National Bank in Port- 
land with branches throughout the State. He was a banker originally 
and then became the first RFC manager in Portland and he was there 
for 3 years, originated the office and he was followed by Mr. Bill 
Kennedy, who is now the incumbent. So I feel we have a man who 

on talk to Mr. Kennedy on an equal and intelligent basis, and if the 
director has come from Washington, as the RFC gentleman here has 
indicated, we do not expect to have any trouble and I think the ad- 
vised, Mr. Fritz Slade, is the ideal man for that job. 

The other member of the committee, the advisory committee, is Mr. 
Roy Jarman, and I have a letter from Mr. Jarman, and I can just 
pass it over for the record or read it, whichever. 

Mr. Datmas. Whichever you prefer. 

Mr. Wittarp. Read it. 


STATEMENT OF ROY JARMAN, JARMAN-WILLIAMSON CO., PORTLAND, OREG. 


Mr. Youne. It is addressed to the Honorable Mike Mansfield, chair- 
man, Subcommittee No. 1, Select Committee on Small Business, House 
of Representatives of the United States, under date of July 9, 1952, 
attention of Mr. Victor P. Dalmas. 

Dear Str: I want to thank you for your telegram asking me, cs a member of 
the regional advisory committee, to be present at a public hearing to be held 
in S-attle on Monday, July 14, for the purpose of considering the effectiveness of 


the SDPA field operations in assisting small-business men. 
I am very sorry that previous commitments will make it impossible for me to 


attend the meeting in person. but I would like very much to give you my view- 
points and ask that these he placed in the record of your meeting. 
{ would like to state that the chief problem of small business men in this area, 


so far removed from Washington, is to have a local representative whom be can 
consult with on the various phases of procurement, reculations, and financing in 
the present mobilization period. The small-business man knows that it is neces- 
sary that he have a distinct Government agency in addition to your smal! House 
Committee on Small Business and the Senate Small Business Committee to rep- 
resent him in the present emergency. 


I think he really means a local office. 


Before the Small Defense Plants Admini&Stration was organized, the small- 
business man was caught in a maze of confusion and frustration 
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He wrote this, I did not— 


but now he feels as though he has an understanding agency of his own that he 
can go to with his problems. While the agency has, of necessity, had to operate 
on a very small basis here in Portland, it has already done a tremendous amount 
of good in helping the small-business man with his problems. There have been 
a great many cases where the agency has helped directly and in a great many 
cases it has helped indirectly in solving the many problems of small business. 
As a member of Governor McKay's small-business advisory committee, we had 
many cases brought to our attention by small-business men where they felt that 
small business had been legislated against and were being put out of business 
because of lack of materials and no means of securing defense contracts. They 
were being buffeted from one agency to another, and while they realized that the 
Government was choking them with one hand, they were getting little or no 
sympathy from the many agencies that they went to for help. With the SDPA 
program, although limited as it is now, we have a place that small business can 
feel can help him. 

1 earnestly feel that Congress can either reduce the regulations and stifling 
orders which are throttling small business, or it must increase its appropriations 
for SDPA so that it can help the small-business man more thoroughly on a local 
basis. As a small-business man, I feel, like so many small-business men, we are 
having too much Government as it is, but unless we can reduce Government, we 
must have some special agency which can help protect the small-business man. 

I sincerely appreciate, as so many small-business men do, the sincere interest of 
your committee in our problem, and hope that you will be able to recommend 
further advancement of the Small Defense Plants Administration or relieve 
entirely the small-business man from the condition which he has been placed in 
as a result of the continuation of the Defense Act. 

With warmest personal regards, I am 

Sincerely yours, 
JARMAN-WILLIAMBON Co., 
Roy JARMAN. 


Mr. Datmas. That is a very fine letter. We will put that in the 
record. 
(The letter referred to is as follows :) 


JARMAN-WILLIAMSON Co., 
Portiand, Orey., July 9, 1952. 
Hon. Mrxe MANSFIELD, 
Chairman, Subcommittee of the Select Committee on Small Business, 
House of Representatives of the United States. 
(Attention Mr. Victor P. Dalmas.) 

Dear Sire: I want to thank you for your telegram asking me, as a member of 
the regional advisory committee, to be present at a public hearing to be held in 
Seattle on Monday, July 14, for the purpose of considering the effectiveness of 
the SDVPA field operations in assisting small-business men. 

I am very sorry that previous commitments will make it impossible for me 
to attend the meeting in person, but I would like very*much to give you my view- 
points and ask that these be placed in the record of your meeting. 

I would like to state that the chief problem of small-business men in this area, 
so far removed from Washington, is to huve a local representative whom he can 
consult with on the various phases of procurement, regulations, and financing 
in the present mobilization period. The small-business man knows that it is 
necessary that he have a distinct Government agency in addition to your House 
Committee on Small Business and the Senate Small Business Committee to 
represent him in the present emergency. Before the Small Defense Plants 
Administration was organized, the small-business man was caught in a maze of 
confusion and frustration, but now he feels as though he has an understanding 
agency of his own that he can go to with his problems. While the agency has, 
of necessity, had to operate on a very small basis here in Portland, it has already 
done a tremendous amount of good in helping the small-business man with his 
problems. There have been a great many cases where the agency has helped 
directly and in a great many cases it has helped indirectly in solving the many 
problems of small business. As a member of Governor M:Kay’s small-business 
advisory committee, we had many cases brought to our attention by small-busi- 
ness men where they felt that small business had been legislated against and 
were being put out of business because of lack of materials and no means of 
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securing defense contracts. They were being buffeted from one agency to 
another, and while they realize that the Government was choking them with 
one hand, they were getting little or no sympathy from the many agencies that 
they went to for help. With the SDPA program, although limited as it is now, 
we have a place that small- business can feel can help him. 

I earnestly feel that Congress can either reduce the regulations and stifling 
orders which are throttling small business or it must increase its appropriations 
for SDPA, so that it can help the small-business man more thoroughly on a local 
basis. As a small-business man, I feel, like so many small-business men, we are 
having too much Government as it is, but unless we can reduce Government, we 
must have some special agency which can help protest the small-business man. 

I sincerely appreciate, as so many small-business men do, the sincere interest 
of your committee in our problem, and hope that you will be able to recommend 
further advancement of the Small Defense Plant Administration or relieve 
entirely the small-business man from the condition which he has been placed 
in as a result of the continuation of the Defense Act. 

With warmest personal regards, I am, 

Sincerely yours, 
JARMAN-WILLIAMSON Co., 
Roy JARMAN. 


Mr. Younes. In regard to his remarks, I think that his remarks 
tie in with what you brought out, and we are serving without com- 
pensation. 

I might say that my company is a company manufacturing roofing 
materials, and we have no—unlike Frank West—we have no prob- 
lems. The Army and Navy contract supplies us enough profit so I 
can serve without compensation on this Board. [Laughter.] 

We have, as it is noted in this letter from Mr. Jarman, the com- 
mittee for industrial development which was appointed by Governor 
McKay of Oregon and is headed by Mr. Sid Woodbury. There is 
not any more enthusiastic supporter of Small Defense Plants Admin- 
istration than that committee. 

Mr. Damas. May I interrupt for just a moment? 

Mr. Younes. Yes, sir. 

Mr. Datmas. The committee was fortunate when this bill which the 
committee sponsored was being written to have the legislative com- 
mittee of the Association of State Planning and Development Offi- 
cials, which I believe was an organization that is heaped of officials 
from about 45 States; their legislative committee sat down with our 
committee in Washington and went over this bill and suggested some 
amendments which were incorporated in the bill. I don’t know 
whether you knew that or not, but I am glad to acknowledge their help 
and cooperation. 

Mr. Youne. Well, they have asked Mr. Willard and Mr. Barnett 
and the rest of us, to attend all of our meetings; and then they send 
us minutes of all of their meetings. As I say, they are enthusiastic 
supporters and feel that what the SDPA is doing is in furtherance 
of their program and they are specially interested in this survey of 
the plant facilities that is being initiated in the Northwest and I pre- 
sume other points, so that we can be sure that this is not just a case 
of small business just hollering for help. 

Small business wants an opportunity to help in the defense effort 
and fight against communism, and they hope that in the event it 
comes to a shooting war, that the facilities of small business through- 
out the entire country will be used and they feel that they would like 
to have a part in that defense effort, and that it will make for a great 
and much better defense of our country. 

I have made a few notes here. I think that I can probably skip. 
most of 
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Mr. Datmas. Now, don’t feel cramped for time. We will stay here 
as long as you will. 

Mr. Young. I may say that in the Portland area we have, and this 
may be repetition, but we have the complete backing of the Portland 
Chamber of Commerce, of the Columbia Empire Industries, which is 
a local manufacturers’ association; and if we don’t have—and you 
can put this in the record if you want it—if we don’t have the backing 
of the National Association of Manufacturers it is just too damn bad 
[laughter]; and we also have the backing of the Governor’s com- 
mittee and the members of your committee and the brother Members 
of the House, of Honorable Mitchell. 

So we feel with that backing and the help we are getting from 
Washington that we cannot fail to get cooperation and we feel that 
we are going to get cooperation. Thank you. 

Mr. Damas. Thank you very much. 

Congressman Mitchell ? 

Mr. Mrrcnecy. You mentioned the importance of the Portland 
office and just to carry on my questioning of Mr. Willard with regard 
to personnel—he has requested a manager who is an industrial spe- 
cialist; and from what you said he already has, I think, an assistant 
who is an industrial specialist—and that, from the job you have out- 
lined, appears to be a very small staff. 

I wonder if you care—what would you say as to what you think 
a minimum staff in that area should be ? 

Mr. Youne. It was my opinion that we should have, first of all, 
John Barnett as representative there in charge of the office. We 
should have a loan specialist—whether one can cover the district 
or not I don’t know—a professional to work with Mr. Fritz Slade, 
who is not much of an amateur but who has his own business to 
attend to. 

Certainly there should be someone in the office to allow John Barnett 
to go out and do his job and not be tied down in an office all of the 
time. 

And then—well, whether to request an industrial specialist I think 
that is something, Honorable Mitchell and Mr. Dalmas, a little beyond 
me, but I car. give my opinion on it; but I would think it would be 
rather desirable to have Mr. Willard or perhaps John Barnett, who 
is in charge of that office, to tell what he thinks of it, but I would 
think a staff of a minimum of three would certainly not be paying too 
much attention to the Portland area. 

Mr. Witiarp. Mr. Young, an industrial specialist is a civil-service 
grade and I don’t understand it myself 

Mr. Youne. There are a lot of things that I don’t understand about 
that. 

Mr. Wuzarp. I suggested two industrial specialists for Portland, 
and a girl, 

Mr. Youne. And one loan man between both offices. 

Mr. Wiitarp. Yes, at this time. Now, I think this loan business 
is going to grow, in which case we would have to have a loan man 
in Portland; but as it is, why, we have one here and he is supposed 
to divide his time between the different places, which he is doing, 
by the way. 

Mr. Youne. Well, Mr. Dalmas, I might say that this is no sign of 
weakness on my part in asking for professional advice, because in 
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my own plant if it seems that additional personnel is required, I get 
hold of my plant manager and talk to him about it, and the same 
thing in my office, I would talk with the office manager, so I don’t 
see why I should not ask Mr. Willard and John Barnett their opinion. 
But I do think that having services, stenographic service and tele- 
phonic service, supplied by the Portland Chamber of Commerce, and 
one man in the office who is unable to go outside the office unless he 
leaves the office vacant, is entirely inadequate. 

I would certainly not be under any circumstances connected with 
an organization which would have a lot of unnecessary personnel 
but I think that the three additional that Mr. Willard suggests would 
be a minimum for that office. 

Mr. Mitcue.i. What is the status of the survey now of the indus- 
trial capacity, Mr. Willard? 

Mr. Wittarp. Well, we are not making a survey because, again, it 
would require a large staff, which we do not want. Rather than that, 
we work through the Governor’s industrial committees in Washington, 
Idaho, and Oregon and through them the employment security boards 
of the various States, whose job is that of stabilized employment, and 
they have wholeheartedly gotten behind this program, and they have 
the facts. 

There are 26 officers in this State and 26 in Portland and about 14 
in Idaho, and they have a lot of this facility record now, a great deal 
of it, and so they are taking these forms for us, working with the local 
chambers of commerce and they are now in the process of getting that 
sy vag and up to date. 

I have asked Mr. Burchell of the employment security board in 
this State to comment on that sometime today. 

It is just getting under way, I would say, and again there we had to 
get approval in the way of a budget from the Federal Government 
and—the Labor Department, I guess it is—to permit funds to be used 
for that purpose, which they now seek. I think it is going to be very 
enlightening. 

Mr. Datmas. Congressman, I would like to read the provision with 
respect to this inventory. It was not contemplated at the time that the 
provision was written that the Small Defense Plants Administration 
would be required to have a huge force to make this inventory. 

A great many of the States have already completed very compre- 
hensive inventories and one of the lacks that was called to our com- 
mittee’s attention with such inventories was that there was not any 
coordinating of the plant inventories of the 48 States. 

They wanted that Federal coordination and they thought that the 
SDPA was the place to do it. Now, this is the provision in section 
714 (e) (1): 

The Administration shall have power and is hereby directed whenever it is 
determined such action is necessary to make a complete inventory of all pro- 
ductive facilities of small-business concerns that can be used for defense and 
essential civilian production or to arrange to have such inventory be made by 
any other governmental agency which has the facilities. In making any such 
inventory the appropriate agencies in the several States shall be requested to 
furnish an inventory of the productive facilities of small-business concerns in 
each respective State if such an inventory is available or in prospect. 

Now, that is one of the amendments that was written with the legis- 
lative committee of the State planning and development officials and, 
of course, this language right at the end, “if such an inventory is 
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available or in prospect” has to be that way. You know, the law could 
not direct the States to do it so it had to be cooperative. 

Mr. Youna. Well, Mr. Dalmas, in the Oregon area I can tell you 
the director of the local manufacturers’ association there and the 
chamber of commerce and the Governor’s committees, they will do a 
lot of that work which is necessary—and I do not want to be con- 
nected with a big staff in statistical work like that, and I am sure that 
the same is true up here, isn’t it, Allan? 

Mr. Wixtarp. That is right. As to getting under way, we require 
no staff. We don’t do any of the work; there is just a wonderful 
ree spirit. 

r. Damas. Mr. Young, we are very happy that you came up from 
Portland, we appreciate your coming. 

We had, I might say, a wonderful hearing in Portland last year, and 
Mr. Farmer and Mr. Starrett and all the rest of the chamber of com- 
merce were most cooperative and * and we have thought of that 
hearing very pleasantly ever since. Thank you. 

Mr. Youne. Thank you. 

Mr. Datmas. Mr. McBride, would you come forward and have a 
seat. Mr. McBride is president of Western Oxygen, Inc., of Seattle, 
and a member of the Small Defense Plants Administration regional 
advisory board. 


STATEMENT OF G. H. McBRIDE, PRESIDENT, WESTERN OXYGEN, 
INC., SEATTLE, WASH.; REGIONAL ADVISORY BOARD MEMBER, 
SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. McBruinz. I have no prepared statement. I merely wanted to 
second what Mr. West has said about the need of this committee and 
the Small Defense Plants Administration, and also what Mr. Young 
has said, and merely to tell you that I have talked with a number o 
small manufacturers here who were going out of business, you might 
say, or dropping business, and it was suggested that they talk with 
Mr. Willard’s office and see what they could do to secure Government 
work, and I know that they have all felt that there should be some 
— locally here where they could talk to—to get some advice and 

elp as to how to proceed to get Government work. 

Now, I don’t believe in being critical of anyone without being con- 
structive at thesametime. I do feel that I have two instances recently 
that I know of where I think that the Government’s procurement 
agencies were not very fair to the bidders and one I would like to cite. 

The Bureau of Yards and Docks called for bids on a quantity of 
cranes; they asked for bids from all over the United States and they 
asked for delivery of four of them in Seattle and four of them in 
California. 

The bids as they came out originally did not specify whether they 
would accept combination bids involving any quantities, but later on 
an appendix was sent out saying that they would consider the quan- 
tities as separate items; in other words, that they would consider the 
four for Seattle and the four for California delivery as separate items, 
and in presenting the bid you had to mention that you were aware of 
that appendix. 

A local company here in conjunction with another small company, 
both of which come under the category of small defense plants, pre- 
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pared a bid which I understand was approximately $12,000 low. They 
vid on only four, on the basis that that was what the Navy—the 
Bureau of Yards and Docks—wanted for Seattle. They did not 
attempt to figure their bid on the basis of eight—which possibly, in 
the set-up, they could have bid eight cheaper than they bid four. 

However, a company in California bid on four and also said that— 
in ink on the bottom of their bid—that they would accept on order for 
eight of them and that their price would be so much lower if they 
would take the ones from Seattle as well. 

This local company here, I might mention, is the Puget Sound 
Bridge & Dredging Co., who in combination were bidding with the 
Berger Engineering Co. and other small companies. It was some- 
where over $2 million and it would have been nice work for this part 
of the country. 

They protested the bid and the Bureau of Yards and Docks, as I 
understand it, hid behind some of the small print in the bid—that they 
could take a low bidder instead of calling for bids again and asking 
for combination bid—which could have been only fair to the people 
from here. 

Now, I think that the Government procurement agency should be 
fair with bidders and give all an equal opportunity. 

Mr. Daumas. Has the SDPA taken up that matter? 

Mr. McBrine. The thing was handled awfully fast, as I understand 
it, because they wanted to commit this money before the end of the 
year. I think it was opened on the 28th and the thing was settled 

fore the Ist of July, and the SDPA was not called into it at all. 

Mr. Datmas. Mr. McBride, I would like to interrupt long enough 
to make an announcement. 

I have a message that there are a number of small-business men 
here who want to appear before the committee and I want to assure 
them they will have an opportunity to be heard on any individual 
problems. 

First, we had to hear the regional advisers of the Small Defense 
Plants Administration and the regional director and we will con- 
tinue this afternoon and as long as it is necessary to hear ey 
with an individual problem. I hope that anybody who has suc 
a problem will either stay with us now or come back this afternoon. 
aaa excuse the interruption. 

Mr. McBrivre. I have just one more concrete example, if you want 
to call it that, where I think the SDPA plan has been beneficial not 
only to me, but a number of other small companies in the same indus- 
try that I am in. 

Recently the Army Medical Depot at Alameda called for bids on 
the requirements of material for some 40 hospitals operated by the 
Army in Alaska, and in the 11 Western States, and they changed the 
bids from what they had been calling for for a number of years, in 
which they asked for bids for f. o. b. plant of the manufacturer as 
well as f. o. b. delivered, and I did not have the chance to protest it, 
that they were not calling for bids as they were in the past, and I was 
invited to go to the opening of these bids in Alameda, and when the 
bids were opened there was one very large national company that had 
reduced prices considerably and had offered just one price, plant price, 
which would have eliminated a lot of small companies that bid on 
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—_ business as well as eliminating myself. We were not very far out 
of line. 

When they got all through, the procurement man, the civilian in 
the office, said, “Well, it looks like, Mr. McBride, you don’t get any- 
thing.’ 

I said, “I am sorry I came down here.” I said, “What are your in- 
structions about the small defense plants?” 

He said, “Oh, my God, are you going to bring that up?” 

I said, “No, 1 just want to know whether the small defense plants 
get any consideration.” 

He said, “Well, wait a minute, I will have to talk with the major 
about this, so will you call me about 3 o’clock”—this was about 11 
o’clock—“and I will tell you what we are going to do.” 

So I did not call him and I went back to see him and he said, “We 
are going to throw the bids out and do as we did in the past. Will 
that satisfy you?” 

And I said, “That is fine,” and they did call for bids again and we 
were fortunate in getting some of the business and I know that some 
of the other plants were able to get some of the bids. 

Now, I think the object in calling for that type of bid to start with 
was probably tempered by the thought of saving having to write 
a number of contracts and in my thinking they were trying to favor 
a big concern that could supply all of their requirements which a lot 
of small plants could not do. 

In no way, in no sense, was I threatening them, but by asking about 
small defense plants we did get a fair opportunity to bid on the re- 
quirements. 

Mr. Datmas. Have you found that SDPA is functioning fairly 
well in this region ? 

Mr. McBrine. I think so; yes. I don’t think they have had an 
opportunity yet—they are so new—to actually demonstrate what they 
can do, but I know that Mr. Willard is capable of handling it, handling 
the office here, and of being of help to the small plants and if he is 
given the proper help—I think the amount of help he has asked 
for is very minimum. I certainly am not in favor of any large group 
or increasing the cost of Government by having a lot of big Govern- 
ment bureaus. I think we have too many now. 

Mr. Damas. Mr. Riley? 

Mr. Rutey. No questions. 

Mr. Daimas. Thank you very much, Mr. McBride. 

Mr. Toly, member of the regional advisory board, SDPA. 


STATEMENT OF WALTER TOLY, COLUMBIA ELECTRIC & MANU- 


FACTURING CO., SPOKANE, WASH; REGIONAL ADVISORY BOARD 
MEMBER, SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. Tory. I would like to preface my remarks because some of them 
are going to be rather controversial. I would like to say to the mem- 
bers of the armed services here that it might sound that I am apple 
polishing but we have all the work we can handle so we are not inter- 
ested in any business. 

I am going to start out by saying that in Spokane, of course, we 
don’t have a regional office, and we don’t have the population nor any 
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number of industrial people that are capable of doing defense 
contracts. 

We have been discussing here the advisability of expansion of the 
defense plants, Small Défense Plants Administration offices and per- 
sonnel. I think that we should go further than that. 

I think most of the people in this room will that this is a 
herculean task we are talking about. This is something that 5 people 
or 10 people or 13 people cannot do. I think that as far as small 
business is concerned that there should be a survey made of all busi- 
ness in all sections. The determination should be made because this 
country is productive sectionally. We have certain areas that are 
heavy in lumber, certain areas that are heavy in steel, certain areas 
that are heavy in copper, and various and sundry production features. 

So when we talk < defense contracts, first I think it should be 
determined who is capable of doing what. 

Now, that is going to take a lot of doing and that is going to take 
not only the wholehearted support and the concentrated effort of the 
Small Defense Plants Administration office here and the regional 
advisers, it is going to take the State people, it is going to take the 
chambers of commerce, it is going to take the city officials, and it is 
going to take the prensa Sete sh -b of all to put forth an intelligent 


and concrete list of items that any given section can produce. These 
should be cleared through the Small Defense Plants Administration 
offices, they should go to Washington and demand for their particular 
sections this type of work. 

For instance, in our particular town we are predominantly lumber 
and grain. We do have some small manufacturers; I will cite an 


example. 

We were given a contract for the production of the M24A booster. 

Well, there is an aluminum alloy cup that is made out of die-cast 
aluminum. I had no fewer than three people in Spokane plead 
with me to have this new tool company there at home on this par- 
ticular piece. We refused to let them do it because we knew how 
tricky the piece was and I knew it would have cost at least $8,000 
to produce the die and if a man did not meet the specifications he 
was going broke, because it was a technical item and difficult to 
make, oad we finally allowed the Aluminum Co. of America, they 
had it, and they produced 4,000 rejections. 

Now, just put yourself in the place of a small business. If Alcoa 
with all of their techniques could not produce this item satisfactorily, 
what chance would a small business have had ? 

Now, Mr. Chairman, we have in this State, and I am a member 
of it, the Governor’s utilization committee. The utilization com- 
mittee will wholeheartedly support the Small Defense Plants Ad- 
ministration because it is our economic life in our particular area. 
If our small plants are not busy, business drops. They have got 
to be busy. But I think they should be kept busy on an intelligent 
survey to determine what if possible they can do. 

Now, I don’t want to take the glory from one of our members of the 
USES, but at our first meeting there was a great deal of talk about 
the material shortages in our particular areas, that all of our plants 
were going broke because there wasn’t any material. At our original 
meeting we suggested that a survey be made of the USES group. 
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This survey was made and strange as it may seem we surveyed 420 
plants and out of this 420 there were only 27 that were actually short 
of materials. The bulk of it was economic conditions. 

Now, economic conditions are facing us in this area. I know that 
our civilian production is down 60 percent from last year. Everyone, 
ourselves, practically is in the same boat. 

Now, we have got to supplant that drop in the commercial business 
by defense contracts. However, I do feel that before we do too much 
here in the State of Washington that somehow, some way, we ought 
to have, that we ought to get recognition, official help from the USES 
here, so that they can make the survey, make the analysis of the equip- 
ment available, the type of work these plants are doing and then we 
can proceed to the governmental agencies and say, “Here is what we 
can do in this plant, and here is what we can do in this other plant,” 
and I think that if we can get in concrete form a concrete idea of our 
small business, what it can produce, we would have a lot more reception 
by the armed services and their contracting officers. 

That is about all I have to say, Mr. Chairman. 

Mr. Datmas. Thank you very much. 

Mr. Riley, any questions? 

Mr. Riey. No questions. 

Mr. Datmas. Mr. Toly, you spoke of your members on the Gover- 
nor’s committee. Do you feel, as did Mr. Young, that the committee 
in Washington—the State of Washington I mean—is just about as 
strong for this agency as they are down in Oregon? 

Mr. Tory. I definitely feel that. Naturally, we analyzed this thing 
on the basis—we have to start by communities. Whatever affects the 
community affects the State and whatever affects the State affects the 
Nation. So if we could improve our conditions here by ethical means 
we are going to help everyone within the State; are we not? 

Now, our chamber of commerce is 100 percent for this. We are 
going to set up a committee. We are going to call a meeting of small 
business in the efforts of building a pool, to pool the resources of our 
small plants. We are going to hold a meeting in Spokane and analyze 
these people to see just exactly what they can do, cooperatively. 

Now, the job is so large—this job is so large that to intelligently 
produce anything, we would need a staff not of 13 but about 75 or 80 
to do that job and do it properly, and I for one am not in favor of 
adding that much to the Federal payrolls. 

So the next thing we have to do 1s to solicit and give them official 
recognition, the agencies now in existence, under the supervision of 
the SDPA, because the USES made this industry survey in the State 
of Washington in just exactly 3 weeks and we knew the labor drop, we 
knew the personnel drop in all industry within a period of 3 weeks, 
and we knew what the instances were and in some cases that there 
were definite materia] shortages. 

We contacted the offices of the NPA and they came in and gave 
relief to these firms. But this is a big job. This is a big State. Our 
area is widespread and I think the SDPA here in the State of Wash- 
ington should avail itself of the existing agencies and the existing 
committees that are here and be the spearhead and be the clearing- 
house for the information that is garnered; but I do feel that these 
committees should be given official recognition as being part of the 
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program, so that we are working together hand in hand trying to lick 
a mutual problem. 

Mr. West. Excuse me. I am the Seattle representative of the Gov- 
ernor’s utilization committee and I can only make this statement, that 
there is no use to have the Governor’s utilization committee unless you 
have a Small Defense Plants Administration which would be the 
vehicle to implement their findings, to secure the business our State 
could not secure before. 

We have got to have a Washington Federal agency qualified to 
bring that business here from the Washington level and distribute 
it, but we can distribute it more equitably if we are dealing with 
organizations such as the Governor’s committee, the chambers of com- 
merce and other committees, and we are activating all of our efforts 
in that direction. 

Mr. Datmas. What about the rest of the chambers of commerce of 
ws ‘2 do they all feel that way, Seattle and Spokane and Port- 

anc 

Mr. Tory. Mr. Dalmas, I would like to put it on this basis. The 
chamber of commerce depends on a sound economy for its existence ; 
isn’t that correct? I mean, when the industries are doing well they 
pay their contributions and the minute there is—this is just basic, I 
would like to revert to basic principles—well, I cannot visualize any- 
thing but 100 percent cooperation from the chambers of commerce. 

I think one of the paramount problems we have here—let us just 
put it on the basis of Spokane—the No. 1 problem in the city of 
Spokane on the State or National level or wherever you want—we have 
to know in our own community what we are capable of producing so 
we can intelligently sell the thing that we produce. 

Now, that is going to take some doing. I have a business to run. 
We are 300 miles away from Seattle. 

We have agencies already set up within that State that could make 
that survey and hand it over to the SDPA provided they got recogni- 
tion for doing the job. 

We can determine how many forge presses we have, we can deter- 
mine how many lathes and how many woodworking shops we have, 
we can tell you everything we have in that State and what they are 
capable of doing and within what tolerances. I think that is the 
fundamental thing we have to talk about. 

Mr. Daumas. Does the State of Washington have an association 
of manufacturers? 

Mr. Tory. Yes; they do. 

Mr. Datmas. Well, going back to Mr. Young’s comment, how does 
the Washington Association of Manufacturers tie into this picture ¢ 

Mr. Tory. Well, let us put it on this basis. We are not a member of 
the Washington State Manufacturers Association. The Washington 
State Manufacturets Association is a group of people that decided 
to band together for their common hes 

Now, you will find that the bulk of the business in the State of 
Washington, and I am talking about small business now, does not 
belong to the Washington State Manufacturers Association. I know 
of only two or three in the city of Seo Now, their average 
might be a lot greater down here. Frank is better qualified to answer 
that than I am. 
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Mr. Datmas. And you would depend on the cooperation of the 
local chambers of commerce and athens who would be interested in 
the local situation 

Mr. Tory. Well, I think that they should get up committees to 
supplant the inadequacies, that we can put into the SDPA due to 
the economic structure. In other words, this is a big job and you 
cannot do it with 10 or 15 men and cover the States of Washington 
and Idaho and Oregon. 

Mr. West. May I supplement Mr. Toly’s statement ? 

Mr. Datmas. Go right ahead. 

Mr. West. I am former president of the Washington State Manu- 
facturers Association and executive officer and financial chairman 
for the Association of Washington Industry. We have nearly 500 
members, practically all of the direct manufacturers in the State of 
Washington. We employ 150,000 people at the present time. 

The program of our association 1s practically 100 percent behind 
this organization’s activities and its precepts, as much as any organi- 
zation can possibly be. 

Mr. Damas. Mr. Willard, do you have any comment? 

Mr. Wittarp. Yes; as a matter of manpower to do this job, Mr. 
Toly, I think it should be stated there are approximately 75 people 
in the State of Washington in the employ of the Security Board who 


are actively working on that facility, working with the local cham- 
bers of commerce, which includes the industrial department of the 
Spokane Chamber of Commerce; so as far as this agency is concerned, 
we do not need any personnel and we are not asking for any. 

Mr. Tory. Well, Allan, you misunderstood me. I don’t have the 


good book that tells how many people each individual can properly 
supervise, but there is a code set up in it. I don’t know how many 
industries we have in the States of Washington and Oregon and 
Idaho. I don’t know how many small businesses we have in these 
three States. And each one of these small-business men feels neg- 
lected because here is set up an agency, the SDPA—and they are all 
small-business men and nobody calls on them. I mean, that is the 
reaction of the small-business man. Every man is a power to himself 
and he feels very slighted unless someone gives him some recognition. 

By the same token, someone has to determine whether someone is 
qualified to do ammunition, for instance. You have got to determine 
the type of business that small plant can do. You have got to deter- 
mine whether they have proper manpower. 

Now, I happen to know in our association with other manufacturers 
there has been a considerable number of small businesses going bank- 
rupt because they took on jobs that they were not qualified to handle. 
They were the low bidder and they took them and they are out of 
business today. 

Now, to do that job, and do it properly, you have to have these peo- 
ple, and, Allan, if this thing was done properly, you would have to 
ave the men you requested in your budget to clear and analyze these 
reports that would be coming in and forward them on to the proper 
agency so that the proper jobs are allocated to these plants. 

I think that the Small Defense Plants Administration, with the 
armed services procurement agencies, should definitely classify certain 
types of work to take care of these plants that have 1 to 5 to 15 people 
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that are not capable of going out, nor do they have representatives that 
can go out and sell the jobs for them. 

Those orders should be sectionalized. Maybe they don’t have to be 
of $10,000 or $15,000 per contract, but that will keep this man alive 
and will keep that organization functional. 

But in order to do this—I know how long it takes, you have to make 
an analysis of the problem, you would have to spend a considerable 
time—— 

Mr. Damas. Of course, it is pretty hard, Mr. Toly, for a concern 
the size you mention there, to take on a prime contract unless it is a 
particular little gadget that the services want. It has been stressed 
that we ought to do more on the subcontracting side, that there should 
be more work done on that, rather than put all our efforts on the prime- 
contract proposition. 

Now, certainly the SPDA would have some interest—in fact, the law 
provides for that interest—in seeing that these smaller, very small 
concerns, which have the equipment, are put in a position to get sub- 
contracts. It would have to be a very specialized item that would go 
to a concern with 5 or 10 people in it as a prime contractor, would 
it not? 

Mr. Tory. Oh, not necessarily. It all depends on that particular 
firm. Now, I happen to have gone through the last war with the 
Bureau of Ships at Bremerton, and we made over 585 items, and there 
were requests of from 1 to 2,000 of an item, and a large portion of our 
small industry at that time was well taken care of by the Puget Sound 
Navy Yard. 

Now, they had procurements that ranged from—well, we were in 
the electrical phase of it—for instance, junction boxes, 15 to 25 of a 
particular type that any intelligent small shop could do without a 
great deal of engineering force and still meet the inspector’s request. 

Mr. Datmas. Are there any further questions? 

(No response. ) 

Mr. Damas. Well, thank you very much, Mr. Toly. It is almost 
12:30 now, and if it is agreeable to those assembled here we will 
adjourn until 2 o’clock. 

(Whereupon, at 12: 25 p. m., the subcommittee recessed, to reconvene 


at 2 p. m., this same day.) 


AFTERNOON SESSION 


Mr. Daumas. The hearing will come to order. 

I understand that there are a number of independent petroleum 
distributors who want an opportunity to be heard. Inasmuch as we 
have a pretty crowded schedule—I don’t know whether they are here 
now, but if they are, if they would retire and appoint somebody as 
their spokesman, some time during the afternoon the committee will 
be very glad to hear their story and the spokesman can put in the rec- 
ord the names of the individuals and the companies represented by 
him here today. If you gentlemen will do that, we will appreciate it 
very much. 

The first witness this afternoon is Mr. Hiatt. Will you sit over 


here, sir. 
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STATEMENT OF K. 0. HIATT, RAVENNA METALS CO., SEATTLE, 
WASH. ; MEMBER, REGIONAL ADVISORY, SDPA 


Mr. Hiatrr. My name is K. O. Hiatt, and my company is the 
Ravenna Metals Co. in Seattle. 

Mr. Datmas. You are a member of the Small Defense Plants Re- 
gional Advisory Board? 

Mr. Harr. Yes, I am, Mr. Dalmas. 

Now, we are really small business. As a matter of fact, our plant 
was started in my basement and we, during the last war and over a 
period of time, have grown to the point where we have 125 to 150 

ple now. But during the time we were growing, we employed a 
ot of other small shops, trying to spread what we had around, so 
now we probably use 25 or 30 small plants of from 1 to 10 people, and 
I feel that we probably speak for them also. That was the reason I 
accepted this job as a committeeman. 

The question is, what we want from the SDPA. We are little busi- 
ness. We want to become big business and all the people that work 
with us want to become big business. The only way we can become 
big business, of course, is to be in a position to handle other contracts. 

We need at the present time—our plant and the plants that I am 
associated with are doing business with all the defense agencies here 
and actually we are getting the utmost in cooperation from all the 
agencies, particularly the Air Force; and Mr. Bondy in Ordnance is 
very active, in seeing that the work is being spread around and the 
same with the Navy and the other agencies. 

But the problem of having these small contracts is something that 
keeps you small. Just take a small contract that uses a machine in 
your plant or a series of machines or a series of skills in your plant. 
That means that your plant capacity is filled up very shortly, very 

uickly, and you are limited then by the number of machine hours 
that you have or the number of actual skilled hours that you have. 

Well, we feel that maybe the SDPA can help our plants to secure 
nad contracts, the kind where you can go and use all of your 
skills. 

For instance, you may have a contract for an assembly. Well, that 
assembly would involve the actual machine-hours on the machines, 
and it would involve that number of skilled hours, the use of some 
of your tooling personnel and some of your engineering, and you 
would go further and subcontract part of your assemblies, which 
means that you would use your purchasing personnel and you would 
use your auditing personnel in case you renegotiated. 

And so actually the jump between large and small business in my 
estimation is that point where you stop making individual parts and 
start making assemblies, and that is one of the things that we hope 
that SDPA can help us to bring to this area. 

I know that in this area—Mr. Toly when he was speaking about 
contracts are too small—I mean, that you cannot have a small prime 
contract, it is too hard to do—that is a problem. I realize that. But 
if we don’t have some good-sized contracts sometimes, then none of 
the small-business people that we represent at least will be able to 


use all of these other skills that we are speaking of. 
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It would mean something in this area just to use our machine- 
hours. We would have a whole city full of skilled technicians and no 
work for the.unskilled or semiskilled personnel. I think that the 
trouble we found in getting any large orders to people of our size or 
the people we represent in this area has not been local, but has been 
more or less from rules that were set up in Washington. 

I find, for instance, that most of the orders that are worth while 
in the respect that I have spoken of are restricted in some way and 
there does not seem to be any way that we can get the necessary clear- 
ances for some of this smaller stuff. We happen to have very high 
clearance in our p'ants but the plants we represent can get no clearance. 

Now, I know those people and their shops are just as patriotic and 
just as—well, they are just as good citizens; but the fact that the 
majority of those larger contracts come up as a restricted item auto- 
matically precludes most of us from sharing in those contracts. 

Now, a thing that we found that we hope we will be able to correct 
in the SDPA is that so many of the agencies put the orders with the 
contractors they had before, so that it is very difficult to break into 
any new orders. 

Theoretically, the spreading of business to small plants, one of the 
reasons for it, has been to establish a number of producers in the area. 
At least, I thought it was for that reason, so that if we actually did 
come to a shooting war, we would have people that could build in the 
area among the small plants. We are not doing that very well under 
these circumstances. 

Another thing that is difficult for plants of our size and the ones 
that we represent, having to do with getting the larger contracts, is 
the matter of facilities. 

If we did not make this item before, some assembly, and it takes 
some special equipment, let us say a shell turning lathe or any special 
equipment, we would not be able to buy what we had no use for, if 
we did not make them before we wouldn’t have them—and in my 
travels in the eastern part of the country I have seen a number of con- 
tracts where the facilities are loaned by the Government or provided 
by the Government. But we just seem to have a hard time in getting 
those contracts that provide facilities. And if they provided facili- 
ties we would be in as good a place as anyone else to do the job. 

I know it is said that there are probably 10,000 people in the city 
who if the Government furnished them all the tools and provided 
their engineering for them and possibly gave them a place to do the 
work in and maybe provided the finances, would be perfectly willing 
to take a profit. But our problem here is to show that we have at least 
satisfied some of those, and if we could get the Government through 
SDPA to help us a little bit on some of these facilities contracts so 
that facilities could be brought here, we would be able to do that work 
and do it as inexpensively as anyone else and we would also develop 
the skills in that particular equipment which, by its very nature must 
require a lot of training, and if we actually come to a shooting war, 
it would be nice if we could get some of these eastern procurement 
agencies, that is, the people who represent them in Washington—you 
can see that I am a Seattle man—if we could get some of those people 
to come out here and see what this area is and see some of our plants— 
well, the first thing I was greeted with the first time I was in Wash- 
ington, they wanted to know whether there were Indians walking up 
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and down the streets. That was a facetious remark, but a lot of 
people have the idea we are not skilled around here. 

Actually, in checking the major companies we do business with, like 
Gieneral Electric or Hotpoint, they already know this area as one of 
the largest pools of skilled and semiskilled labor in the business. That 
is because after the last war a lot of those people did not want to go 
back. They liked the climate. And so we have those people and if 
we could bring some—and in discussing this with some of the pur- 
chasing personnel back in those eastern agencies I found some of them 
had not left Washington or left New York—I remember one man at 
Watervliet Arsenal had never left the State of New York, he had no 
idea whatsoever of what we are talking about here—if we could in- 
veigle those people to come out and look us over a little bit, I think 
that their attitude might change. 

Mr. Toly talked about the surveys that should be made here. I agree 
heartily that we should make a survey and the SDPA could do that. 

The point is we are getting surveys made all the time of our plant 
and equipment, so that we are just known in Washington as a list of 
machine tools. 

The survey should go a lot further than that. It ought to survey 
the skills we have here and it ought to survey the brains and initiative. 
It ought to survey how much bravery we have got—yes; bravery. It 
takes a little bravery sometimes to try to produce some of the items we 
have. It might be they ought to survey how many people are willing 
to risk bankruptcy to try these jobs. 

And in concluding I would like to say that as far as the committee 
is concerned, we have not been too active in this SDPA, but we are 
all raring to go and I believe we can do a good job, and if we can 
get the same kind of cooperation from them as from our local pro- 
curement agencies in the past, we will probably do better. 

I haven’t anything further. 

Mr. Damas. Mr. Hiatt, you have laid down a very ambitious pro- 
gram for the regional advisory board. 

Mr. Harr. Well, they should have a program. 

Mr. Datmas. I hope you can carry it through. 

Mr. Hiatr. Well, Mr. West has told you that his committee and 
Allan’s committee were willing and anxious to devote any amount of 
time and it won’t cost the Government anything in carrying out these 
things. 

Mr. Datmas. What do you think of the idea that has been ex- 
pressed of gaining greater cooperation from the various chambers 
of commerce throughout the region? 

Mr. Hrartr. Well, I think that is most important. It seems to me 
in the chambers of commerce I have observed on the west coast, at 
least, they are all very active and working hard and they should 
be drained to the last drop, every bit of cooperation from the chambers 
of commerce in the various areas. 

Mr. Datmas. Up to now, though, neither the advisory committee 
nor the regional officers have made any direct contact with all of 
them, have they ¢ 

Mr. Huarr. Not to my knowledge, with all of them. 

Mr. Damas. I don’t know whether it will require any amendment 
to the act to carry out the kind of a program you gentlemen visualize. 
[ don’t think it would. 
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Mr. Hiarr. We do not have to solicit the cooperation of the local 
agencies. It seems that we have got the cooperation of the local pro- 
curement agencies and those fellows are doing the best they can within 
pe: pees but something ought to be done to enlarge their powers 
if possible. 

r. Datmas. What do you think the Washington office of SDPA 
should do in order to make the regional advisory board more effective? 

Mr. Hiarr. Well, just speaking off the cuff, I think first of all 
we probably ought to have in our own area, I am speaking of this 
area, we ought to have a little closer public relations. Maybe we 
can talk those people in Washington into seeing it our way. Maybe 
we can charm them into seeing that this area should have—I mean, 
has the skills and the manpower and the desire to do the work—of 
course, at a competitive price. 

As I said before, it just seems to me that most of those people back 
there cannot conceive of a job being well done except in a few 
instances other than back some place in the East, the Middle West, 
or Chicago or that area. 

I am speaking purely as a biased individual, you can see that. 
[ Laughter. ] 

Mr. Datmas. Well, I am really trying to think along with you 
as to how the regional advisory board can spark this program you 
gentlemen have laid down today. What do the Administrator and 
his assistants in Washington have to do in order to capitalize on this 
spirit that the regional advisers have in this particular region to really 
vitalize this program ? 

Mr. Hiarr. Well, I started by saying that to be fair about such a 
thing, to help any small business, there must be some provision so 
that it can handle assembly-type contracts, larger contracts. I am 
speaking mostly of machine work. 

Mr. Datmas. Pardon the interruption, but let us get away from 
contracts here now. Let us think about what Washington can do 
that it is not doing now to make the Regional Advisory Board as 
such in each of these 13 regions a vital part of this program, which 
includes not only contracts but anything else that is incorporated in 
this particular act. 

In other words, you are thinking of contracts as the conclusion of 
the job and we are thinking about all of the job that has to be done 
in order to get not only contracts but loans and to perform all the 
other services that are needed in this region and in other regions to 
carry out the intent of Congress in the establisment of the SDPA. 

Mr. Hiarr. Well, I harped on that word “contract” because that is 
the basis of the business anyway, whether it is a large business or 
small business, you have to have that to start with before you begin 
to worry about whether you can finance it, whether the person who 
has it can finance it. 

Of course, after you pass that hurdle, then this agency can do a 
great deal in procuring the funds necessary, or help you in the 
financing of it—and I am sure every small business in this area will 
need funds in order to handle it. And, as Mr. Willard points out, it 
is just down to the point where we are starting to be able to do that; 
but on that point maybe we could have a better educational program. 

Maybe the SDPA could advise the small businesses in some more 
lucid manner of what it could secure in the matter of financing. 
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I am not sure myself, and I have read every bulletin that came out ; 
but maybe they could be put in language that small business under- 
stands and it may be that they would then find themselves eligible to 
do a lot more than they are doing now, and be encouraged to submit 
these bids that the local procurement agencies give them a chance 
to bid on. 

Mr. Daumas. How often do you think the regional advisory board 
should meet to talk over these matters ¢ 

Mr. Hiarr. Well, I would suggest once or twice a month in any 
event and possibly if you run into a matter that is important or that 
will require further discussion, why, do it more often than that. 
Those meetings can all be done in a very informal manner, sir. 

Mr. Damas. Don’t you think a part of the success of any organ- 
ization is meeting fairly often, having an exchange of ideas? Other- 
wise you get away from the operation, if you don’t meet fairly often. 

Mr. Hiarr. Well, I agree 100 percent, and I think you will probably 
find that this organization will be meeting quite regularly. 

Mr. Damas. Of course, some of the advisers are from quite a dis- 
tance away and they would be under some inconvenience to meet too 
often. But I would like to get Mr. West and Mr. Toly to join in 
and tell us how often they think the advisory board should meet as 
a regular matter, in addition to called. meetings. 

Mr. West. I would say definitely that once a month would be prob- 
ably all that would be expected from the standpoint of an area meet- 
ing. Now, for instance, in Portland and here, this program when it 
is properly implemented by—I mean, by law, I mean, creating negotia- 
tion of contracts for the Navy and the Army similar to what has taken 
place with the aircraft people, why, then there would be very likely a 
need, for once a week, for us to meet on a local basis with the regional 
directors. 

Further, more than that, there should be a policy initiated—and, 
as a matter of fact, it has been in practice—where we would be in con- 
stant touch with each other, either by telephone or by visitation to the 
regional director’s office. 

Ve have had that type of activity going on. But my idea of this 
job is that we must not create a law. We administer the regulations 
fairly and honestly amongst all people in our area. 

We are not scrambling to take everything away from every other 
community or State. We are attempting to efficiently administer the 
application of the law for our regional share. And for us to go out 
and seek publicity or go out and try to build this as an institution 
amongst the people who don’t care for it, I don’t consider that our 
function whatsoever. 

I believe that we are supposed to relieve hardship—correct mis- 
understanding of the law, lack of knowledge of the individual’s rights, 
and we should publicize that and keep our offices open to the extent 
that we can take care of all the people that want that information. 

And it is our director’s right and his obligation to be sufficiently 
aware of the mandates of the Small Defense Plants Administration 
so that he can pass out actual and factual information. 

It is our duty to be sufficiently, not in detail but to be sufficiently 
aware of the individual’s rights so we can advise wisely, fairly, and 
honestly as to their rights. 
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That is what I would consider our duties, and I think that is all the 
duties of any advisory board could or should be. 

We do not want to misinterpret the regulations. If the Congress of 
the United States does not see fit to give us the right, for instance, to 
decide on loans, it is not for us to cry because we have not that right 
or because the RFC decides against us. And if the Congress does not 
see fit to require the Navy, for instance, to set aside a certain amount 
of business for small businesses all over the Nation, it is not my func- 
tion to go out on the stump and see to it that that takes place. I can 
express my personal opinion that possibly it is not the desire of the 
majority of the people to have that law placed into effect. 

So we function primarily to help administer the regulations that are 
in the act itself. That is about my idea of the picture. 

Mr. Daumas. Mr. Riley, any questions? 

Mr. Riixy. I just have one. Mr. Hiatt, you were mentioning some 
difficulties or obstacles you have arenes 5 in obtaining clearance for 
contracts. You just passed over it. 

Mr. Huarr. Well, it seems very difficult—— 

Mr. Rrzxy. Well, first, have you made anv effort to obtain clearance? 

Mr. Harr. Yes. 

Mr. Ritey. I want to get at the specific trouble. What has stopped 
rout 
: Mr. Hiarr. Well, it is difficult to secure clearance on very small 
stock, just because of their smallness. 

In certain kinds or types of clearance, it is necessary to have certain 
safeguards like a wuthdion or certain locked areas or patrolled areas 
or vaults or things like that. 

I mean, inherently it is difficult in a small plant to secure those types 
of clearances because they are not practical. 

Mr. Ruzy. Thank you, Mr. Hiatt. 

Mr. Datmas. Thank you very much, Mr. Hiatt. We appreciate 
your testimony. ; 

That concludes the testimony of the members of the regional ad- 
visory board. 

Our next witness is Mr. Frank Hobbs. 

Will you come up here, Mr. Hobbs, and sit down. 


STATEMENT OF FRANK HOBBS, PRESIDENT, THE COLOTRYM CO., 
SEATTLE, WASH. 


Mr. Hoses. Mr. Chairman, I am not going to say anything about 
war contracts; I am not going to say anything about my thirst for a 
contract that involves the utilization of everybody’s money, and that 
for the reason that if our economy is to last and exist and persist—I 
mean, if we have to become entirely dependent upon what the Gov- 
ernment spends, we are then due to undergo a process of cannibaliza- 
tion. The cannibal will eat off of the carcass just so long as there 
is any meat left, and complete destruction follows. 

Therefore, today I pt ven before your committee as an individual- 
istic enterpriser—one that is beholden to no man—one that is in debt 
to no one—one whose hands are sufficiently clean—wherefore there 
exists in my heart no fear of reprisal, of punitive action which may 
result from the statements I am about to make. 
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I appear before you as a small-business man who has, with his own 
mental and physical energy, built several businesses to successful 
enterprises. 

A small-business man who feels his responsibility to associates and 
employees who have followed his leadership with loyalty and trust 
fully expressed. 

A small-business man who believes in his responsibility toward the 
building of character and the promulgation of ethical policy, useful 
in the edification and in the training of the younger associates and 
employees who expect to follow the examples expressed by leadership 
based upon the sound, ethical, and honest conduct of a small business. 

A small-business man who has taken seriously the implications of 
the various acts and orders imposed upon our operations by the present 
system of controls. Who recently has found that the rules and 
regulations as published are not being imposed upon all alike. The 
result being that it has been and is now apparent that penalties are 
invoked not for disobedience or violation of the law, but instead it is 
the fellow who obeys the law, who lives up to the spirit and intent of 
the regulations, that finds himself subjected to the penalty of com- 
petitive influence that comes about by reason of the failure of NPA 
to set up proper controls without legalistic loopholes and to properly 
police the application of such without regard to influence and pressure 
exerted by lawyers, lobbyists and others who know their way around 
in Washington. 

I appear before you representing a small company that is a victim 
of the circumstances that I have just referred to. A company who 
has sincerely and decently tried to live within its controlled material 
allocation. A company who has, through the medium of repeated ap- 

lications for relief, including the documenting of material evi- 

ence, and by using every legitimate means, tried to secure from NPA 
the relief to which it is justly entitled. I point out here that this com- 
pany has used every means at its command except that attached to 
the use of Washington legal or other influence. 

I appear before you as a citizen of the United States who now be- 
lieves that the system of controls, as presently imposed upon individ- 
ualistic enterprise, is representative of a clear and actual conspiracy 
on the part of the planners to destroy what is left of individual 
freedom, individual expression, individual enterprise, to the end that 
bigness and bureaucracy, as found in Government and in large cor- 
porate entities is substituted for the right of free men to create, own 
and operate a business as an individual enterprise. 

I come before you with a sincere plea that you consider the im- 
plications of the evident trend toward ever-increasing bigness and 
its ultimate effect upon the freedom of the individual. Is it to come 
to pass that with few exceptions every one of us must either be the 
hired man or big business and/or the Government? Is the frustration 
of the small man to continue whereby his incentive to create, to build, 
and to acquire in his own right, honestly and fairly, the wherewithal 
of security for himself and his family is destroyed—and also that of 
his associates who respect his leadership ? 

I am now going to tell you of the case of the Colotrym Co. and of 
the effect upon it of the unworkable controls of NPA. 

This company was organized in 1945. It has employed as many 
as 80 persons. It has built a business and enjoys the respect of the 
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community and its customers. It manufactures metal moldings. It 
has financed its growth through the retention of its earnings and has 
not sought capital through public solicitation. 'The business has been 
built around young people, most of whom have been associated with 
me for many years. It has beén my intention to draw upon my own 
es ma background and experience in the further building of this 
yusiness to the end that it ultimately may belong to the younger group 
who have so loyally and faithfully given the best of their mental and 
te Sy effort in building toward its success. 

Since the inception of this company, it has shown constant and 
progressive growth. It utilizes two types of raw materials—alumi- 
num and the noneritical type of stainless steel. With the advent of 
Korea, and the later imposition of restrictions on production, it be- 
came my lot to decide whether or not to take the controls seriously. 
Desiring to create an example for the younger people of our company, 
believing implicity in the laws of retribution and compensation, I 
elected to bring about the cut-back of our production in absolute con- 
formity with our sound interpretation of the regulations as published. 

We, at this time, did not go along with our competition when they 
sought to take advantage of material shortages by raising, prior to 
the advent of price control, prices from 25 to 30 percent beyond that 
justified. We did not take what the traffic would bear pricewise, 
realizing that one of these days when materials were again in adequate 
supply our customers would remember that we were not taken over 
as were the others by their personal greed. 

Later on, CMP came into being and allocations were made in pro- 
portion to an arbitrary base period history. Irrespective of the un- 
fairness of this historical base period as it did affect the allocation of 
some companies, little relief has been forthcoming. 

According to the cut-back formula, everyone in our business—if all 
had been treated alike—would have to get along with a reduction in 
sales volume during 1951 of around 35 percent. Colotrym, living with- 
in its allocation as it did, cut back its volume by this amount. But lo 
and behold, and toward the close of 1951, it became apparent that we 
were losing customers rapidly for the reason that competition was in 
a position to supply the material whereas we could not. Along about 
the first of this year, and because of the seriousness of the situation, 
and as a result of a desire to deal with facts as they truly existed, I 
secured Dun & Bradstreet reports as affecting our competition, 
and these I hold in my hand [indicating]. These reports indicate 
that instead of these people cutting back their sales opportunity, that 
some way or other, by fair means or foul, they were able to do, during 
1951, a volume of business twice that which would have been possible 
had they been held to the restrictive percentage allocation as imposed 
upon us. 

Patter these facts were secured, the matter was presented to the local 
office of NPA. It was well documented, letters were written, con- 
ferences had, checks were to be made by the Compliance Department, 
and it was presumed by us that we would receive advice as to how 
the other fellow was able to do it; or that we, by reason of our living 
within the allocation would be afforded the same opportunity that was 
afforded him, to the end that our allocation would be increased. 

Since that time, many supplemental applications for relief have 
been filed and on June 10 a last effort was made to secure supplemental 
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relief. This last attempt on our part to secure relief contained so 
much evidence and information that there was apparently nothing left 
to be said. It was sent to Washington, copies were handed to the local 
office of NPA, and to date no reply has been received. 

During the period referred to, NPA have admitted that their 
planning and programing have been faulty and accordingly now and 
then a token upward revision of allocations would be made. The gen- 
eral idea seeming to be that if we ask for 50,000 pounds additional per 
quarter, we will stay quiet and be good boys if they give us an increase 
of 5,000 pounds. 

The assistance rendered us by certain field men in the local regional 
office of NPA and also by the small staff of the Small Defense Plants 
Administration has helped materially in the preparation of our case. 
However, it is quite apparent that the influence of regional field men, 
who are in a position to know the facts and who can measure the 
justification of any increase granted, receive no consideration what- 
ever by the centralized group of planners and controllers at NPA in 
Washington. 

During World War II it was found that with WPB centralization 
did not work, and that it was absolutely necessary to extend authority 
to regional offices to make decision. The workings of NPA today, with 
its centralized control, fail in the fair and equitable distribution of 
controlled materials. The regional offices, powerless as they are, in 
my opinion serve no practical, useful purpose unless their existence 
as an attachment to the Department of Commerce is part of the con- 
spiracy practiced by the planners to frustrate and ultimately destroy 
the incentive of the individual. 

My personal observation of the set-up is that the cure to the ailment 
can be found in the control of bigness. The Department of Commerce 
is too large to administer all of the things it has to do. The career 
men, who have been with the Department for years, ever grasping 
as they are for additional power and the higher rating that comes to 
them when they supervise more and more employees: are reluctant to 
allow any subdivision of their Department to do a job if the doing of 
such a job would ih any way step on anyone’s toes or impede or retard 
their position of advancement pending the ultimate operation of the 

ension system with which they seem more concerned than with the 
job that should be done. 

In NPA we find another class of employees who are the tools of the 
career men, the moral slaves of bureaucracy, who won’t make a move 
if by so doing they jeopardize their position, who have a way of being 
“nice as pie” to everyone that talks to them, who are masters of the art 
of handing out forms and of rendering lip service. These people are 
the ordinary job holders who find it easier to work for the Government 
that anyone else, particularly when they can spend a good deal of their 
time figuring out ways and means of upping their grade or of extending 
their sick leave allowances. These people are the barnacles on the 
ship of progress—they are the moral slaves of a bureaucracy—they 
are there because of the desire on the part of the planners and the 
power-thirsty administrators to create and perpetuate bigness to the 
end that the individual may become frustrated and that the over-all 
destructive planning may be camouflaged through confusion. 

When an agency such as NPA is created or expanded during a 
period of emergency, it builds up its staff through the introduction 
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into its system of a third group of people. These people make up 
the temporary staff. Most of them were in business for themselves, 
or had responsible positions and who, by reason of the effect of con- 
trols upon their previous vocations, found it necessary to interrupt 
their ordinary business career and, as a result, they became a part 
of our bureaucracy. ‘ 

Many of these people I have met, and in most instances it is apparent 
that at the time of their entrv into Government service they had every 
intention of doing a thorough, sound, and sincere job in the admin- 
istration of controls. Their loyalty and zeal is beyond question. At 
the outset they tried hard to do a job to help the fellow who needed 
help: but gradually there occurred a process of frustration resulting 
from the gradual realization that in trying to buck the system, in 
trying to break down the career influence, that they were treading 
water or beating their brains out, so to speak. : 

Many of these people are in the regional offices. They originally 
operated on the assumption that the regional office was organized for 
the purpose of doing a job, and sincerely and conscientiously went 
about their task. They saw case after case of injustice practiced upon 
the small fellow. They appealed with their small voice, the best they 
could, only to find that the system was so set up—the regional offices 
being so lacking in authority—that they were becoming powerless to 
accomplish any constructive purpose. 

Is it to be expected that the system, as planned and practiced, exists 
for the purpose of breaking the will, of destroying the zeal, and com- 
pletely submerging the incentive of so many of these people? They 
would and could do a job if they were but granted some authority and 
if a process of decentralization were forced upon the organization of 
NPA and/or the Department of Commerce to the end that regional 
authority be granted. 

It is my firm opinion that the basic solution of the problem, of con- 
trol, which apparently will continue for some time and which, please 
understand, I do not recommend the abolition of, will be administered 
fairly and equitably only if paid for or other influence exercised in 
Washington be controlled through the granting of authority at the 
local level to the end that the control organization may function in 
fairness to all. To continue with the presently unworkable central- 
ized control will mean a further extension of time whereby the small 
man becomes increasingly frustrated—where the small fellow loses 
his incentive and ultimately to where individual freedom becomes com- 
pletely lost to all. The regional office set-up of NPA is presently un- 

roductive of tangible results, and will continue to be unless the set-up 
is changed. 

Another way of providing equitable treatment to all would come 
from a reduction in size or the creation of a separate agency, which 
has been accomplished with the Small Defense Plants Administration. 
This small group with but a handful of men in each area, with a total 
staff insignificant in number, has, according to my observations, done 
a great deal in the last several months to preserve and perpetuate 
the “ee of the small-business man in our scheme of things. It is 
further my opinion that this small group of earnest and conscientious 
individuals has done more for the small fellow during the short period 
of the life of this organization than the small-business section of the 
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Department of Commerce has been able to do since the beginning of 
the control set-up. 

No matter how hard the Commerce boys at the local level try to 
make the program work—no matter how much effort they put forth, 
they find their progress cut from under them by the centralized set-up 
in Washington. No matter how sympathetic or understanding they 
may be of the problems of the individual, there is nothing that they 
can do about it. It must be remembered that bigness begets inefficien- 
cies, and as I have said before, NPA and the Department of Commerce 
are just too damn big. 

Perhaps it was planned that way, the purpose being to frustrate 
the small man—the purpose being to destroy its incentive—the pur- 
pose being to drive him out of business so that these behind-the- 
scenes planners, bent as they are with the idea of socializing our econ- 
omy, may build big business until 90 percent of the economy is 
represented by large businesses, managed by hired men and owned by 
so many individuals that perpetuation in office of management becomes 
automatic through the corporate proxy voting set-up, and this because 
the business is so large that no single individual or independent group 
could ever hope to control policies. 

Could it be that the planners have in mind that by providing big 
business with every advantage taxwise, accelerated depreciation wise, 
allocationwise, and further by allowing them to buy and/or exert 
influence on a centralized set-up, and mind you, influence peddling 
would not work very well at the regional level. It occurs usually in 
instances where centralization is had. 

Could it be that these planners have in mind building up these large 
entities so that one of these days the Nation may be socialized through 
the taking over of a handful or even perhaps fifty large organizations. 
There can be no protest from stockholders as people holding stock in 
large corporate entities are no different than those of us who own 
Government bonds. Both are financial investments in a bureaucracy. 

Could it be that the planners had this in mind when during World 
War II, General Motors was allowed to produce a profit in 1 year 
of $65 million before they paid any excess-profits tax, whereas the 
little fellow with a new corporation had to pay 80 percent on everything 
he earned over $10,000? 

Could it be that these planners had in mind that by utilizing this 
procedure only the large outfit would be able to retain enough earnings 
with which to finance postwar expansion ¢ 

Could it be that the planners, Shostaianine the operation as they 
did of our investment banking set-up whereby capital was obtained 
by business, and of course, SEC and its application is responsible for 
this, forcing the capital seeker to turn to the insurance companies, 
who today recognize only size, national prestige, and name value when 
it comes to the granting of capital loans, or in the acquisition of 
corporate securities ¢ 

I commend to you the idea that it would be well for you to peruse 
the financial statements of some of the larger insurance companies, 
and you will find that these so-called mutual organizations, having 
billions in assets, have today, in some instances, almost half of their 
capital invested in corporate securities or in loans to big business or in 
property leased to big business. I wonder if you realize how little of 
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the total cash values of insurance policies owned by people in this State 
are actually reinvested in this same State. I wonder if you realize 
how much of my money in insurance cash values, and other small- 
business men’s money in insurance cash values, is being used by the 
large eastern insurance companies to finance bigness. I wonder if the 
planners had in mind that in the diversion of the insurance company 
assets toward corporate holdings, that along with the size of these 
investments made by these companies that there would be brought 
about the possibility of a complete socialism of the economy through 
the taking over of a handful of insurance companies who actually, 
and by reason of being large, or perhaps the largest, stockholders many 
times control big corporate entities. 

Gentlemen, bigness is the cancer presently destroying our economy 
and our freedom, and gentlemen, there is hardly an ill suffered by 
our Nation or its economy at the present time that cannot be cured 
through the control of bigness, the decentralization of the control 
system, the respect for the judgment of the fine people, and there are 
many of them who are trying to do a job in Government offices out in 
the field, a place for the small-business man to go with his problems, 
to where he can present his case face to face with the man or men 
who could and would understand his problem, is part of the solution. 
A restriction imposed upon the size of the agency, and the best example 
of how much good can be done with little is well exemplified by the 
performance thus far of the Small Defense Plants set-up. Their 
power, their force, and the results they have obtained come from under- 
organization rather than overorganization, and the further fact that 
the regional set-up is arranged for the purpose of sincerely and earn- 
estly trying to do the job, and that the Washington part of it is there 
for the purpose of helping the regional office do that job. 

As I appear before you today, presenting the case of the Colotrym 
Co., Iam speaking not only for myself and my company, but I venture 
to say I am speaking for many hundreds of the smaller businessmen 
in this area—many of them, due to the type of their operation, cannot 
possibly do their own job and at the same time make sure that they 
are in conformity with all of the regulations. Consequently, many 
of them are afraid to speak for fear of the application of punitive 
measures upon them. So, they try as best they can to get by—they 
hope that somewhere, somehow, someone will begin to see the hand- 
writing on the wall and undertake to help them by acting as their 
mouthpiece in the Halls of Congress. They hope that conditions 
will change and that it will soon be all over and they hope that some 
way or other they too will not be swallowed up by big business 
whereby they, along with so many of their friends, will have to seek 
their livelihood as hired men of a big corporate entity and/or some 
bureaucratic subdivision of the Government. 

It must be remembered that it is only men who do things—it was 
an individual who created the electric light—it was an individual 
who started practically every enterprise irrespective of its present- 
day size—it is the individual who pays the bills and not the col- 
lateral—it was an individual who created the sealed-beam headlight 
although as we are led to believe, it was the creation of General 
Electric. This could not be as we all know a large corporation is 
a soulless, brainless entity that can only exist through the subjugation 
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and many times the moral slavery of the individuals that make up the 
staff of hired men. 

Gentlemen, I plead with you to look behind the scenes, to consider 
the plan placed in operation by the planners, to ask yourself if it 
is not also a part of the purpose of these planners to use the innate 
thirst of the individual for power as a means to get him to make 
something bigger and to take advantage of his naive thinking wherein 
he proceeds to make bigness bigger, not understanding that by so 
doing he is actually creating a Weabeontels which ultimately may 
destroy him along with the rest of the Nation. 

To you gentlemen, our representatives in Congress, I submit for 
your thoughtful consideration, the handwriting as it now appears 
upon the wall. I suggest to you: 

That bigness was the fuel that fed the fire that was lit under 
John L. Lewis. 

That without bigness it is hardly possible that there would be a 
CIO today. 

That without bigness there could hardly be a complete disruption 
of our productive economy through a Nation-wide steel strike as is 
in effect today. 

That without bigness it would be difficult indeed to subjugate the 
free thinking, the expression of individualistic thought in the minds 
of millions of the people today who had hired men of large corpora- 
tions and who are obliged to heed the dictates of the corporate mana- 
gerial dictators. 

That big business begets big labor organizations. Control and 
limitation of size would bring employees and employer together as 
man to man, face to face, thereby minimizing the destructive effect 
of class thinking. When properly analyzed, clearly thought through, 
the subjugation of individual incentive and expression evident in large 
corporation entities is not representative of private or free enterprise, 
but, gentlemen, rather is it communism camouflaged. 

Gentlemen, think this over, and I plead with you that you use your 
good offices for the purpose of doing something about it. 

If you would like to have the complete case which was presented 
to NPA, you may have it for the record. 

Mr. Datmas. I would like to have it, Mr. Hobbs, and thank you for 
a very challenging statement. I, as an individual, cannot agree with 
everything you have said. You would not expect me to. 

Mr. Hosss. Oh, no. 

Mr. Datmas. But there are a great many truths in what you have 
said and a great many statements which I believe merit the considera- 
tion of the members of our committee as individuals. 

I particularly think that I ought to take one copy back and give 
4 J Mr. Henry Fowler, who is Administrator of both NPA and 

Our committee has through its reports and in hearings and every 
means available tried to get as much power out to the regional level 
as is practical, and we think that is a lot more power than the regional 
offices have now, and for our part, we will continue to urge that on 
the emergency agencies. 

As to your particular and individual case, we do not have an NPA 
representative or DPA representative from Washington here. We 





2944 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


had a DPA representative scheduled but he checked out on us at the 
last minute; I don’t know why. 

But this matter, I assure you, will be brought to the personal atten- 
tion of Mr. Fowler. We have found him very cooperative. 
you very much, Mr. Hobbs. 

Mr. Hoses. Thank you, sir. 

(The following report was submitted by NPA:) 


DEPARTMENT OF COMMERCE, 
NatronaL Propuction AUTHORITY, 
Washington, September 8, 1952. 
Mr. V. P. DALMAS, 
Eovecutive Director, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

Dear Mr. Damas: This office is in receipt of a memorandum from the Seattle 
office of the Department of Commerce commenting upon the Small Business 
Committee hearings held in Seattle on July 14 and forwarding a copy of the 
testimony of Mr. Frank Hobbs, president of the Colotrym Co. In view of Mr. 
Hobbs’ testimony and what appears to us to be a somewhat unnecessary critical 
reflection on the actions of the NPA, I believe that you would be interested in 
a more complete record of the actions taken by the National Production Authority 
on behalf of the Colotrym Co. 

For your information, I am enclosing a copy of my memorandum to the Director 
of the Seattle office setting forth the facts in this case which, I believe, com- 
pletely justify the actions of the Authority in this matter. Since this memo- 
randum refers to subpart 8.50 of the NPA Operating Manual, I am enclosing 
a copy of that subpart also. 

Sincerely yours, 
©. F, Hueurrt, 
Acting Deputy Assistant Administration, NPA, for Small Business, 


DEPARTMENT OF COMMERCE, 
NATIONAL PrRopUCTION AUTHORITY, 
Washington, September 2, 1952. 


MEMORANDUM 


To: Philip M. Crawford, regional director, Seattle regional office. 

From: C. F. Hughitt, Acting Assistant Administrator for Small Business. 

Subject : Select Committee on Small Business, House of Representatives meeting, 
July 15, 1952, Seattle, Wash. 

Reference is made to your memorandum of July 22 to Mr. Carlton Hayward, 
Director of Field Services, reporting on your impressions of the subject meeting 
and specifically submitting a transcript of the statements made by Mr. Frank 
Hobbs, president of the Colotrym Co., at the committee hearing in Seattle, Wash., 
on July 14, 1952. 

It is indeed unfortunate that Mr. Hobbs’ testimony regarding the situation of 
the Colotrym Co. appears to reflect on the efficiency and effectiveness of the Na- 
tional Production Authority. However, anyone familiar with all the facts in the 
case would not only realize the inequities of the allegations, but also recognize 
that this company has had all practicable consideration to which it was entitled— 
on time. 

You, of course, are familiar with the standards for consideration of problems 
involving establishment or adjustments in bases as set forth in subpart 8.50 of 
the Operating Manual; and you appreciate and also understand that in evaluat- 
ing claims, consideration must be given to the equities and propriety of those 
claims. 
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We feel that a complete review of the record explains why the utmost care had 
to be exercised by any reviewing official in determining the equities in this case, 
and for your information we recite the following : 

From the inception of the Controlled Materials Plan, effective July 1, 1951, the 
records show the following aluminum allocations for Colotrym: 


Quantity 
Quarter and particulars (pounds) 
I, Te inte eg ican cote cncinivininedilebinlehenehiibinnrenigpianendndsiipieis mipihaleinpantiastinnd 22, 800 
pS EEE eer ne ee ae ee ee OORT 28, 800 
NN os ainichansin ie deanna maiaenrenieceitiriemepre-nepeariemnprrenipapanas 36, 014 
Second quarter, 1952: 
Initial allotment at 25 percent of base_.________-.--.---.-~-~----.- 27, 16€ 
Under date of Mar. 10, 1952, CMP 10, 5 percent of base___.__....- ~~ 5, 434 
Under date of Mar. 20, 1952, Small Business Hardship Panel______-- 5, 433 


Total allotment for second quarter, 1952, equal to 35 percent of 


38, 033 





Third quarter, 1952: 
Initial allotment on Apr. 29, 1952, at 45 percent of base__.....--_~- 48, 899 
Under date of July 14, 1952, coincident with the adjustment of base 
from 108,666 pounds per quarter, to 134,161 pounds per quarter, 
representing a 10 percent increase in allotment computed on the 


I cA nthe ckaiicidacin cn dbipnne cheeses aibeinnepiindstainiitidngpannepentripinigutoainngnn 24, 890 
Under date of July 14, 1952, additional allotment granted through the 
processing of a supplemental application__.._.._....-_.__--.____ 16, 211 


Total allotment for third quarter, 1952, equal to 67 percent of new 


Fourth quarter, 1952: Initial allotment made on July 18, 1952, at 55 per- 
cent of new base (supplemental application pending) .....__._._____--_ 73, 789 
It is also significant to note that when the company filed their Form 61, with 
their second-quarter 4—B application, they revealed the following historical use 
of aluminum: 


Quantity 

Period (pounds) 
July—September 1949__.._____- Eee Rd Se ED ERO NY ONES EE ee ee s. Te, 8 
October—December 1949______-__- iadintind ident aidan EMS Rr a A 91, 849 
BO RSE EI ES SS Oe WINES ee) Ieee a a 99, 79 
po SE EERE EE Se RES EO SR eS ee 117,533 
July-September 1950__~ ~~ SRA Ny OME tie Be «8 EAE EE «co aa cet cE late Se 142, 317 
i 5 eb 149, 755 
pO > ROR TES SE SE SE EPCS es eee eee Sane ee 114, 138 
pg. NE TERRE. FRE SINS 2 EME PES Ee SS aE EN Sel Sgr eee 65, 039 


The base period use was computed on the total consumption for the 6 months 
January through June 1950, which in this case aggregated 217,332 pounds, which 
produced a quarterly base of 108,666 pounds. Also, what this company subse- 
quently argued for was a net difference of 25,495 pounds of aluminum per quarter 
on their base, which amount was not only insignificant, but their justification 
necessitated the utmost care in its consideration. It was only because the Office 
of Small Business personally interested themselves in this situation that ultimate 
favorable action resulted. 


Mr. Davmas. Mr. Hanson, will you give your name and address and 
business connection to the reporter. 
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STATEMENT OF H. C. HANSON, NAVAL ARCHITECT AND MARINE 
ENGINEER, SEATTLE, WASH. 


Mr. Hanson. I am here asan individual. Iam H.C. Hanson, naval 
architect and marine engineer, at 102 Pier 52, Seattle. 

I am not prepared to talk like Mr. Hobbs did, but I was asked to 
come up here and make a few comments and it was thought that 
maybe those comments that I might make would be helpful in the 
marine shipbuilding field in this area, 

I have no particular ax to grind myself, but just to look over the 
situation due to the experience that I have had in the previous war 
and the one before that, and the complaints that have come to me about 
not receiving work in this area—they seem to be sound and I thought 
that maybe such comments as I might make would be helpful. 

First of all, they are setting up these contracts as far as the shipping 
area on the basis of critical labor areas, and that does not seem to me 
to be constructive. It was not that way in the last war. 

At the start of the last war I went to omengere as a representa- 
tive of this area, representing the whole area. The first thing that I 
was greeted with was that there was not any labor available out here 
and consequently that they were not going to give any contracts out 
here. 

Now, on working it through I found, why, the opposition to the 
contracts coming in this area was created by a large firm that did not 
want to have other work come in here and they wanted to have access 
to what labor there was. 

This situation is identical. The same critical area should not be 
used in disposing of contracts in this area, they should be let on the 
basis of the distribution of the work in the various areas where there 
is a general scattering of labor, skilled labor in those various areas. 
That is the way that work should be let, and not thrown into what they 
call critical areas. . 

Mr. Datmas. Are you referring to Defense Manpower Policy No. 44 

Mr. Hanson. I don’t know what the numbers are or anything, I am 
just a practical man and I am speaking of my knowledge, what my 
Cue inde is in this business. I don’t know anything about MP-4 or 
anything else, I don’t know anything about it. 

We got a lot of work done in the last war and I was instrumental 
in a large part of it in various yards, in the small yards, building 
up the organizations and getting the work done, and that is all I 
know. 

Now, then, another thing that I don’t like to see is that they throw 
contracts for years ahead in one place. To speak specifically, it is nice 
to feel that the contracts are let, but not for years ahead, like to 
Bellingham and to this National Steel down in southern California, 
they are taking work a long ways ahead and not giving it to the other 
people that are competent and in other areas. 

That work should be balanced out. 

Now, the talk is that the Navy lets this work because they save 
money. Well, they would save money in the end by placing this 
work and distributing it around and by being a little bit more careful 
about specifying about what goes into the contracts. 

Just as a matter of my own thinking, the labor ratio for the Navy 
is 6 as against 5 for what the Army did, as against 4 for commercial 
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practice, and at this time that ratio was increased because of extra 
special work that is supposed to go into Navy work, and I think 
some saving of moneys—I think 10 percent is easy—would result 
if they would give a little more attention to distributing the work 
and leave off some of these things that are unessential, in my opinion. 
We don’t seem to be given any work in this area in the design field, 
myself and others. They are working along other lines that have 
come from the East. In certain fields we have just as much ability 
as they do in any other part of the country and in some cases more, 
in certain fields, and we should be given every consideration. 

In that regard, I have always felt that there should be a board 
set up to pass on some of this work that is being let by the Navy, 
and have the private people pass on some of it. It certainly would 
do a lot of good. And that is probably true in every field. 

Now, one of the things that I want to bring out in particular here, 
and I think I should, is that in April a year ago I was in a meeting 
in the Supervisor of Ships’ office with a group of approximately 30 
people, in the letting of these 165-foot minesweep jobs, which is a 
laminated oak-frame job, glued together—and so help me, I don’t 
want any son of mine on that minesweeper and I don’t think anybody 
else does. 

I know Admiral Wallen and I know Admiral Sylvester—they 
should place lock bolts through the planking to hold that frame to- 
gether instead of depending solely on glue to hold it together, and 
that is what is going on now. 

They are spending probably—well, the greatest expense on any 
vessel that was ever constructed in the history of man, and have 
we got to depend on glue to hold it together? And that is what is 
going on today. And that is in the 160-foot job, the 148- and 144-foot 
vessels, I think they are all right, I don’t make any criticisms, they 
are grown up from the last war. 

Now, there are other things in there, but that is one item that—oh, 
yes; one more item was that at this meeting I brought out the fact 
that these people should not dry this lumber to make these frames 
because if they did not know it, I was telling them, that when you 
dry lumber it becomes brittle and it breaks like glass and therefore 
they should be very cautious about building a vessel of that sort, with 
that type of work. Now, you can go to the record and find that. 

So they did not know that but anyway they are building these 
boats and it is only several months ago that they dropped one of 
these frames and it did break just like glass, and I thought it was 
time that it was brought out. 

I talked to the designer of the Navy, Mr. Peters, and Admiral 
Sylvester and Admiral Wallen, and also I have been writing head- 
quarters, and I don’t think a thing is being done about it—but there 
It 1s. 

Now, the next thing is the matter of allocating contracts on the 
basis of low bids, extremely low bids. It seems as though these yards 
have to bid extremely low in order to get the work. 

Well, now, the variation in the bids and the allocating of bids to 
the low bids, when they are so extremely out of line, it seems to me that 
the Navy should be more cautious about it in the matter of getting 
a yard started by low bidding, and it does not help our manpower 
situation one bit, and that has to do with placing the contracts as I 
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have stated for 5 or 6 years ahead and talking about saving money— 
it just doesn’t add up. } 

Oh, yes, another thing was that the original contracts specifically 
dsigdinded---tan expansion of a shipyard, and that they were to use 
the facilities available to them, and that is not being practiced. 

The yards—2 years ago I was called upon by Mr. Sanford of the 
American Shipbuilders Souncil to represent certain shipyards in this 
area, who would be the most proper to build the 165-foot minesweeps 
with the facilities available. 

Well, I did not recommend the Bellingham yard, I recommended 
the Everett yard, and I recommended the Commercial — Repair 
over at Winslow, and I recommended the Western Boat Building Co. 
and Dyer at Astoria, and they were suited to building large vessels 
without expansion. 

Only one of those received—and I recommended the Seattle Ship, 
too, for the large ships—and two of those out of the five received that 
type of contract. 

Then they placed one large contract in the city of Bellingham: which 
is a friendly city to me, and they should not have placed that size 
contract there. They should have placed the small minesweeps of 
144-foot size, and not spent all of that money for any buildings, and 
they must have spent between $300,000 and $400,000 for new buildings 
up there, which was not a wh oe) expenditure under the original 
contracts that they awarded the bids under. 

And another item was that in making these laminated-frame jobs, in 
the meeting in New York it was clearly the understanding to the 
original contractors that they were to receive reimbursement for the 
expansion of the yards due to the lamination process, 

| understand that that has not taken place. 

Now, I don’t know if I can bring out any more remarks. Oh, yes. 
Here is the contract form and included in the original contract price 
was the preconstruction costs, they were to be included in the contract, 
— they are not being protected on that (handing document to Mr. 

Jalmas). 

I think that is all 1 have to say. Any questions that are worth 
anything, I would be very glad to answer. 

Mr. Daumas. Congressman Mitchell ? 

Mr. Mrreney. I was not here when you started your testimony, but 
you mentioned the effect of the critical labor area on the shintualaing 
industry. Could that be worked out on a critical-industry basis rather 
than critical-area basis? For instance, your shipyards may be in an 
area where labor is not—where the labor situation is not critical and 
yet the employment situation in the industry itself is critical. 

Mr. Hanson. Well: here is a—if you understand the shipbuilding 
industry, the men are gathered here and they will not go from one 
area to the other, particularly in the wooden construction. They are 
men who live in the area and they are good citizens and they are able 
to get along and they won’t go to another place. 

think that there is a seattering of good labor in Bellingham all 
the way down to Everett, Seattle, Tacoma, Grays Harbor, and all 
those places, and that labor should be allowed to exist. As it is now, 
they are down, and they are going to be down; I don’t see any future 
for them at the moment, I don’t see it at all, and we should not lose the 
value of the skilled help, such as it is, even though while we realize 
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that this started with the unions themselves they have not taken a 
constructive course in training young men for the industry. So what 
men there are available should be used throughout the whole area, not 
just in one particular spot. 

Mr. Mircuett. Wasn’t the argument on the Bellingham yard that 
it was a critical area? 

Mr. Hanson. Well, I don’t think—in my opinion, I understand they 
are allocating all of this work on a critical-area basis, but to let the 
work go to Bellingham—there are people here in town that need work, 
and they would rather go out fishing rather than move to some other 
place. 

Mr. Mircuey. So the answer is in the critical industry rather than 
the critical area. 

Mr. Hanson. That is right. Build up the manpower, don’t just 
distribute it where one man has it all. 

Mr. Datmas. Congresssman, we had complaints from the Cali- 
fornia delegation that they were losing contracts to the east coast 
because certain areas of the east coast have been declared surplus labor 
areas under the Defense Manpower Policy 4. I wonder if the same 
thing exists in this area. 

Mr. Mrircnety. Well, the same thing does exist here, I am sure. Is 
that correct ¢ 

Mr. Hanson. Well, that does, but I don’t think there is enough 
thought given to the craft itself, that is what I am trying to drive at. 
I am speaking only of the marine field now. 

We Nid not get to a saturation point in the last war until about 1944, 
and then we just ran out of manpower, we just had to train them from 
the ground up. But it is the skill that those men have accumulated 
over the years that they are losing by placing the work in just certain 
specific areas. I don’t think that is the right way to look at it. 

Now, over here across the Sound, when I recommended Winslow 
Ships at that time who had the contract which is now with the Com- 
mercial Ship, there was a lot of men working right over at Bainbridge 
Island that would come over and go where the work is—and I have no 
particular association with any particular shipyard, and that is the 
way I see it, and that is the way I saw it in the last war, and it was 
based on the knowledge I learned in the First World War, that a great 
good judgment was used in the allocation of contracts by the Navy in 
that war—but now they have forgotten all about it. They are doing 
something just utterly different. 

Mr. Mrrcueiy. You said you recommended five or six yards, Did 
those yards bid on the contracts? 

Mr. Hanson. Commercial Ship, I believe, was not invited, Seattle 
Ship bid, and they were given a contract; Dyer bid and was given a 
contract. Western Boat had a fire, unfortunately, but they are one of 
the most capable yards in that area. 

I think the men that have the skill should be given some consider- 
ation through negotiation, they should not be just given away on a 
low-bid basis, because in a lot of contracts, too, that causes the Navy 
trouble—it causes the Navy trouble. 

I think the way they did it in the last war was the correct way to 
do it, negotiate with those firms. They have the proper ability to 
do the work and the proper facilities. 

X 
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And, as long as they have said that there was to be no new con- 
struction done, well, they should adhere to that, they should not let 
somebody else come in with a special proposition and get built a new 
plant or change the rules because, just as sure as anything, Bellingham 
won't utilize the new plant, they will probably utilize the old plant, 
but as the years go on they won’t be able to draw the business with 
that big expenditure, as I see it. 

Mr. Damas. Are these contracts negotiated or are they advertised 
for a fixed price? 

Mr. Hanson. Well, I went to the defense of one of the builders when 
they gave him—he originally proposed en a high bid and then went 
low, but he was asked to go low, and so then I said, speaking to the 
head man of the Navy, I said, “You are going to break my friend.” 

And he said, “Well, I will negotiate him upward.” 

Well, I never heard of that before, but that is what they are sup- 
posed to be doing. 

Well, I won’t take that chance and I won’t recommend to any of 
my people, I won’t advise them to bid low in order to get started in 
this work, I just won’t do it; so that is my story. 

Mr. Datmas. Are any contracts being let that you know of where 
facilities do not exist ? 

Mr. Hanson. Well, they may half-exist. I understand that there 
was one right now in process, that is the first one I mentioned, 
National Steel, which is building some—practically all of the choice 
jobs, and they took them down in Texas some place, and then there is 
Avondale, and then they tried te sweep that contract or part of it 
over to California—so, I would say that is what would be the answer 
to you. 

Mr. Dauaas. Excuse the interruption, Congressman Mitchell. 

Mr. Mircueny. Yes. 

Now, there have been complaints that the contracts in some areas, 
barges particularly, that have been put out on the basis of limiting 
the number of barges built by one yard, and subsequently the con- 
tract has been let to another yard wherein they ang, building a great 
many more than the original limitation. Do you have any experi- 
ence in that? 

Mr. Hanson. They only thing that I know is that they called for 
bids on barges and let a whole—well, some forty-odd, or a great 
number of them, down in Portland, and that work could just as 
well have been distributed in order to keep your manpower well bal- 
anced, instead of throwing it into that one yard. 

Mr. Mircue... Apparently the original idea was to distribute it 
and as it finally nana out they did not distribute the work. Is 
there any reason why they could not get that construction into the 
original yard ¢ 

Mr. Hanson. Well, I haven’t heard the reason, excepting that the 
bills were so low that they were given to the original yard, but I think 
the Navy should take into consideration that even though it might be 
a 5-percent differential, that the work be distributed rather than 
throwing it into one yard, and that is my thinking on it, and they 
would be much better off—and the way they did it in the last war was 
better. 

Mr. Mrrcne.t. That is, you think they make up that differential 
by having better facilities 
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Mr. Hanson. That is right. 

Now, take for instance up in Everett, they have to build sheds about 
920 feet long. Well, wouldn’t it have been a lot more sensible to 
place the big mine sweep contracts in Everett and then give the small 
mine sweeps in Bellingham without building those big, elaborate 
buildings that cost $300,000 or $400,000, throwing it out of the win- 
dow—and that differential certainly is not in the contract. 

Mr. Datmas. Any questions, Mr. Riley? 

Mr. Ritey. No questions. 

Mr. Datmas. Thank you very much, Mr. Hanson. I appreciate 
your story, and we will take it back to Washington and see what we 
can do about it. (See pp. 3009-3019 for report by Bureau of Ships. 
Additional statement by H. C. Hanson pp. 3019-3023.) 

Mr. Black, will you state your full name and address and business 
to the reporter ¢ 


STATEMENT OF EDWARD A. BLACK, CO-OWNER, COMMERCIAL 
SHIP REPAIR 


Mr. Brack. My name is Edward A. Black, co-owner of Commercial 
Ship Repair. I am somewhat at a loss. I don’t exactly know who 
all is represented in the room or what their duties or whether there 
can be any relief, but I am speaking strictly as a small business when 
I talk about shipyards and ship repair and ship conversion. 

We started our company some 6 years ago and in 1947 we bought 
the Winslow plant out. In World War II my partner worked there— 
had built 17 mine sweeps with the United States Navy—4 of them 
were the first 4 with the fleet, they were 220’s and they were very 
vital to the national emergency. 

I believe if anyone in this room would make a survey of facilities 
for building tugs, barges, and mine sweepers, there is not a single 
place in the Pacific coast with the facilities or knowledge or labor that 
we have. I think Mr. Hanson will back that up, and he has seen 
Winslow, it has been in operation some 80 years. 

It, during peacetime, between 1945 and 1950—before the Korean 
situation—we were the only yard here that did any new construction. 
We built on competitive bids the three light tugs which are used up at 
the dam; we also built the 69 oil barges for Washington Tug & Barge, 
along with doing Coast Guard and Navy and other work in the plant. 

We have been surveyed by the Navy since about 1949, when they 
were thinking of going into new construction on barges and tugs. We 
have submitted bids on every invitation we have been invited to bid on, 
To date we have not received any contracts or any encouragement. 

The thing that bothers us a little bit is the way that the Navy is 
awarding these contracts without rhyme or reason. 

This Bellingham situation, to give you people a picture who are not 
familiar with this area, that was a yard practically out of business in 
1946. It did quite a job during the war but as soon as the war money 
was over they practically went out of business. In fact, Mr. Talbert 
was trying to get someone to take it over. He has never owned the 
yard, it was owned by the city of Bellingham, I believe that they 
awarded him $25 million in contracts. ; 
_ Now, it is hard for people to believe that anybody without facilities 
is awarded $25 million and then the Government loaning him some 
$25,000 to be in business. 
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With La Conner it was the same way, they had some $200,000 in con- 
tracts for mine sweepers, and they had no facilities, no background— 
I guess he did build in World War I1—but there were no facilities 


there. 

And in Portland it was the same situation with Gunnerson. They 
have, I would say, $10 million or $12 million in contracts building 
barges, and they were awarded the LCN 56-footers and they awarded 
one contract to him for 190 of them, and they awarded another contract 
in Avondale for 196. 

We have just bid on some 70-foot LON’s. There were 431 of them 
bid, and out of the 431 the Navy awarded it to three contractors. To 
Higgins alone they awarded 320 of them, that is $15 million—and that 
doesn’t make sense in helping small shipyard facilities in case of a 
national emergency. 

In San Diego this National Steel had, I venture to say they have $40) 
million in contracts on barges, 100-foot tugs, 60-foot tugs; and it is 
hard, as I say, for any small business or anyone that is in the ship 
repair industry that has been in it for some 15 years and has the facili - 
ties that we have on that island, where there are some 10,000 people 
and about 80 percent make their total livelihood working in that ship- 
vard—and, saying it again, in case of national emergency—the Wins- 
low yards were one of the first to jump into full production and they 
set one of the best records for production in the United States, they 
built the last ones they had with 227,000 man-hours, and the closest 
one to them, I think there were 400,000 man-hours in their production. 

I have sent Admiral Wallen a letter telling him I was somewhat 
amazed on how the Navy in Washington could award these LCN’s, 
70-foot boats, to three contractors. It certainly didn’t stand with the 
Government’s policy on small business, to help the small-business men. 

Our yard is available. As I told Mr. West here, we will be glad to 
have you all look over the facilities. We have two building sheds 60 
feet wide and 200 feet long, with electric cranes in them and a big 
boiler shop, a 100,000-ton floating drydock, a railroad pick-up, and 
big warehouses and shops. And, as I say, it is still active. 

We have some 60 or 70 men working now. During the last war they 
had 3,000 men but with the trend of Government going into the 
building industry and ship repair, unless there can be some relief to 
these smaller yards, it is hard to see how they can stay in business in 
competition with these large yards who are in a position to pressure 
someone or to have lobbies to put on pressure. 

But we cannot afford to go to Washington because there are only 
two of us that run the business and finance it. 

And I might say on the financing of our company, there has not 
been any Government financing, and we have never had a cost-plus 
job, everything is on a strictly competitive basis. We have built the 

usiness that way. 

We are one of the few small yards that did anything up and down 
the coast. When the T-2 tanker program was on we did a job there 
on competitive bid basis for $429,000 and turned out the boats. 

When Freeman & Patrick were bid a year ago we bid against the 
Washington, and we were low for the Army and delivered the ships 
on time. 

I believe that Congress, in my opinion, is quite familiar with the 
Northwest. I know that Senator Magnuson knows the Winslow yard 
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because he used to live on Bainbridge and his sister used to work for 
us in the war. 

But it is a crime that a facility in this area should stand empty when 
they are awarding such large contracts and putting out money to 
put these people in business sro! 

Mr. Mircuetz. You said they gave 320 ships to Higgins Yard in 
New Orleans. How long did it take them to build those ships? 

Mr. Buacx. I think, as I remember the bid, they would have to 
deliver those boats at the end of 1953, or about a 214-year program. I 
believe that is it, unless they got an extension on that number. 

Mr. Mrrcenet.. They would be working on that 320 for 2% years, 
then ? 

Mr. Buack. Yes. 

Mr. Mrreneri. Did you bid on that? 

Mr. Brack. Yes. 

Mr. Mrrenet.. What was your bid compared to Higgins’? 

Mr. Brack. That I don’t know, because they don’t publish—the 
only thing, they tell you to look at the commerce synopsis, and the 
only thing listed is contracts awarded in excess of $250,000. 

Mr. Mrrcewent. And you cannot actually compare your figure and 
know how the figure compares with them without knowing all the 
other details of the contract? 

Mr. Buack. That is right. 

Mr. Mrrcuei. Have you asked them for the specific figures? 

Mr. Brack. Yes. 

Mr. Mircnueci. And they said they are not giving them to you? 

Mr. Buiack. Well, they say these are estimates only and the contract 
is negotiated and therefore, will not release. 

Mr. Mrrcue.y. So you do not know how the figures stack up at all? 

Mr. Buiack. That is right, except through the grapevine. Todd 
also bid and he bid $56,000 but we were quite a bit under Todd and 
I think our bidding was—would be quite competitive. 

Mr. Witxarp. Do you want to give that statement to them? [Indi- 
cating. | 

Mr. Brack. There is a breakdown of the award. 

Mr. Mrrcneuzt. Well, they would not give you the information to 
determine what your bids really were? 

Mr. Brack. No. I should have brought one of the synopses. And 
it may be 2 or 3 or 4 weeks before it comes out and you have to watch 
for each one of them. 

Mr. Mrreneiyi. Well, I think, Mr. Dalmas, we should get the bids 
and see just what the situation was. Certainly, the case Mr. Black 
makes here is one that should be looked into. 

Mr. Daumas. We will be glad to ask the Navy for an abstract 
of bids, Mr. Congressman, and report to you on the matter. 

Mr. West. I might say with reference to the obtaining of that bid 
price, that I have been told, representing other people in our associa- 
tion, that positively under no consideration can the amount of the 
award be given out under negotiated bids, that the law specifically 
disallows or prevents that. Now, whether that is correct or not, that 
is the information I personally received from Washington, D. C. 

Mr. Datmas. Colonel Philipps, did you hear that statement ? 

Colonel Putiirrs. No, sir. 
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Mr. Datmas. That the law prevented revealing any final figures on 

negotiated bids? 
olonel Puuters. It is not published. 

Mr. Mrrcnetu. It is public information, isn’t it? 

Colonel Pures. No, sir; it is not, not on negotiated. 

Mr. Wiensurenk. I would like to go on record, Congressman, that 
I do not know of any law that would prevent the publication of such 
information after award of the contract of one of several negotiators. 
I am not aware of any statute that would prevent the release of the 
information to the pr on negotiators as to how their price stood in 
relation to the figure that got the award. : 

Now, if you mean, Colonel Philipps, that you are not releasin 
it because of a Department of Defense directive, I would agree with 
you, but I do not myself know of any legal requirement for such a 
policy. If you could bring that to my attention, I would be pleased 
to know about it. 

Colonel Pui.irrs. Mr. Wienshienk, I don’t think I said there was 
a law, but they do not give them out. Under the regulations—depend- 
ing entirely on the circumstances surrounding a particular negotia- 
tion, they will release some information on written request. To give 
out breakdowns of price and cost is not considered good practice 
generally, to give the breakdown of the cost which is necessary 
under a negotiated contract and give it out as public information. 

Mr. Mrrcueii. Don’t confuse the cost with price—— 

Colonel Purtiiers. Well, certainly in a negotiated contract he gives 
his cost when he gives the price. Now, if you just ask for the total 
amount they negotiated, on written request they would give it to you. 

Also, in the abstract of awards that are published every week by 
the Department of Commerce, on a weekly basis, if it is not a classi- 
fied contract the total price is made available to anyone by following 
those awards every week. The cost breakdowns are not included in 
that, that is what I meant to bring out. 

Mr. Mircue.y. Of course, the total cost unless you knew the Gov- 
ernment supplied materials and that side of it, would not give you 
the figure that Mr. Black is talking about, for him to know whether 
he was $1 short or $10,000 short. 

Colonel Putiirps. Well, they are all bidding on the same basis, they 
are all negotiating on the same terms, so if the Government were going 
to furnish one with that, they would also furnish it to him on the 
same negotiations—when he gets the total cost he knows what the man 
got the contract for. 

Mr. Wrensurenk. I am thoroughly confused, Congressman, unless 
I .nisunderstood the witness. As I heard the witness, he said he had 
asked for this information. 

Mr. Mrrenet.. That is right, he did. 

Mr. Wrensurenx. I don’t know whether he said he asked in writing. 

Mr. Brack. In writing. 

Mr. Wrensutenk. And now that he said he asked for it in writing, 
I don’t see how the problem this man is confronted with correlates 
with what you said, Colonel Philipps. 

Colonel Putirrs. Well, Mr. Wienshienk, the contracts are adver- 
tised every week unless they are classified contracts. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 2955 


Now, I don’t know if the gentleman asked for something specific 
from a procurement office and was not given what he was asked for— 
I would have to know more particularly. 

Mr. Damas. Well, Colonel Philipps, will you get together with Mr. 
Black and see if he cannot get the information he desires / 

Mr. Brack. I might say that in the Department of Commerce pub- 
lication it just says—— 

Mr. Datmas. Excuse me; in the interest of saving time, Colonel 
Philipps will get together with you, Mr. Black. Is there anything 
else ? 

Mr. Buack. There is only one other thing, that under the war con- 
tracts that all yards are receiving, that the price you get is not too im- 
portant anyway because you have a renegotiation clause, and then you 
only make so much money anyway. 

And it is my theory we should keep the facilities in business rather 
than building new facilities. 

Mr. Mrrcneti. Mr. Hanson said they suggested a renegotiation up- 
ward. I have not heard anything more on that. Have you heard ? 

Mr. Brack. No. 

Mr. Datmas. That would be under Public Law 921 where, under 
certain conditions, as you know, you can get the contract revised under 
what is commonly known as price redetermination ; but there has been 
so little of that done it is practically nil. 

I want to include in this record at this point a letter from Mr. Black 
as coowner of the Commercial Ship Repair, dated July 14, 1952, and 
addressed to Mr. Allan Willard, regional director of the Small De- 
fense Plants Administration. 

(The letter referred to is as follows :) 


CoMMERCIAL Suip Repatr, 
Seattle, Wash., July 14, 1952. 
Mr. ALLAN WILLARD, 
Regional Director, Small Defense Plants Administration, 
Seattle, Wash. 

Dear Mr. WILLARD: We are writing you in regards to the awards that the 
Bureau of Ships have been making on new construction. In the past 18 months 
we have submitted bids on 138-foot wooden minesweepers, 110-foot steel covered 
barges, 110-foot oil barges, 105-foot LSU sectional barges, 56-foot LSM’s, 70-foot 
LSM’s, and 235-feot refrigerator barges, and to date have not received or been 
considered on any awards. We have spent a great deal of time and money making 
up estimates and costs, and feel that the Bureau of Ships are allotting these jobs 
in large quantities to yards throughout the country rather than spreading the 
work out to all yards that are capable of performing it. 

For your information, we have three shipyards—one in Seattle, one in Tacoma, 
and the former Winslow Marine Railway & Shipbuilding Co. at Bainbridge 
Island. The bids we have submitted on new construction have been for our 
Winslow plant. The Winslow plant has been in operation as a shipyard for 
the past 80 years. During World War II we constructed and delivered for the 
Navy 17 steel minesweepers, 4 220-foot AM’s, and 13 180-foot AM’s, and at the 
same time did some $5,000,000 worth of repair and conversion work. We feel 
that a yard such as Winslow is a necessity in case of national emergency and 
feel that yards that are in existence with facilities for doing this work should 
rate first consideration. A more than $25,000 contract was awarded by the 
Bureau of Ships to Mr. Talbot in Bellingham. The yard in Bellingham had 
been closed since 1946 and was reopened for this new construction program. 
It is our understanding that they received financial aid up to $500,000 from the 
Government. Another award was imade to a yard in La Conner, a yard non- 
existing until the award of three minesweepers in excess of $2,000,000. 
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We are enclosing a copy of a list of awards which the Navy made for 70-foot 
LCM landing crafts. There were 431 of these vessels awarded to three contrac- 
tors—Higgins, Inc., of New Orleans, received a contract for 322; American Pipe 
& Construction Co., in Portland, received an award for 99; and Olson Shipyard, 
Inc., of Chicago, received an award of 10. We cannot understand why the Nav) 
would award any yard over 50 of these vessels at one time, as they could dis- 
tribute this work around to some eight yards, which would give them a workload 
for over a 1-year period. I am sure if you check, you will find the Higgins, Inc., 
award will be in excess of $15,000,000. 

We are small in comparison with other large shipyards, and started our busi- 
ness up some 6 years ago as a copartnership of Edward A. Black and James J. 
Featherstone. We purchased the Winslow plant in 1947 and have been in 
continuous operation of ship repair and ship conversion. 

We believe that you as head of Small Defense Plants should immediately take 
action with the powers that be to see that this new construction is proportioned 
out to ship-repair yards that have been in business for some time and have 
the facilities for doing this work rather than opening up new facilities which 
in the long run will cost the Government more money than if the awards are 
given to yards now in existence. We feel that you should also see that such 
large awards are not made to any one company, as we believe the Government’s 
policy is to keep small businesses in business and distribute this work more 
evenly throughout the country. 

If you desire any additional information, we will be only too glad to furnish 
it to you. 

Thanking you in advance for your cooperation, we remain, 

Very truly yours, 
COMMERCIAL Surp REPAIR, 
E. A. Brack, Coowner. 


DEPARTMENT OF THE NAvy, 
Bureau or SHIps, 
Washington, D. C., June 30, 1952. 
GENTLEMEN: The Bureau of Ships wishes to inform you that contracts for 
the construction of 70-foot LCM-S8 landing craft, on which you submitted a 
proposal in response to our invitation PR 519-46 have been awarded to the 
following firms: 


Name and address Quantity 
Eegine, Inc., New. Oltentti) E@ii. coils css en hl ee, ER 
«American Pipe & Construction Co., Portland, Oreg_.._....-.._-----..--.--- 99 
Ciace. Shigvenrd,. Ine., GRisete, Fiiscrcintincamnsce0ans hhoscmmmieinnsitinned 10 


When awards covering this procurement are executed, the award informa- 
tion, including contract prices, will be published by the United States Depart- 
ment of Commerce field service in its Consolidated Synopsis »f Proposed Pro- 
curements and Contract Awards Information. This synopsis is compiled and 
made available daily on a free pick-up basis at the United States Department 
of Commerce field office located in your area. At the present time press of 
otLer work precludes furnishing this information individually to all interested 
parties. 

You may be assured that we will continue to send you invitations to bid 
on work which our records indicate you have the facilities to handle and we 
hope that you will continue to submit estimates in response to these invitations 

Sincerely yours, 
C. W. BRACKMAN. 


Ry direction of Chief of the Bureau. 
Mr. Datmas. Thank you very much, Mr. Black. (See pp. 3009- 


3019 for report of Bureau of Ships.) 
Mr. Sheahan, will you state your full name and business connection 


for the record ? 
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STATEMENT OF GEORGE C. SHEAHAN, DIRECTOR AND TREASURER, 
ASTORIA MARINE CONSTRUCTION CO., ASTORIA, OREG. 


Mr. SuHeanan: My name is George C. Sheahan, and I am director 
and treasurer of the Astoria Marine Construction Co., of Astoria, 
Oreg. 

Mr. Damas. Will you proceed ? 

Mr. Sueanan. Gentlemen, we were invited here by Mr. Willard’s 
office, I.think possibly with the thought that the problem we have 
is typical of the one confronting quite a few small-business men in 
defense industries and possibly because we have not yet solved that 
problem. 

As I mentioned, I represent the Astoria Marine Construction Co., 
of Astoria. We have not the problems some of these other gentlemen 
have. 

We have contracts both in wood and steel. We have and have 
had the facilities that are completely adequate and which during 
World War II constructed approximately 39 wooden vessels for the 
Army Transportation Corps; completed the conversion work on 50 
carriers, aircraft carriers built by Kaiser in Vancouver; about 66 
AT-5’s, that is a type of Navy transport; and a myriad of other 
vessels of every type, oilers, and so forth, and we went into this 
program with enough money to finance it. We had our own working 
capital and everything was intact. Curiously enough, we still have 
problems. 

Our problem is coming out of this thing with the same amount of 
money we went into it with. This all stems back to the culmination 
and impact of the failure to get necessity certificates for certain things, 
and the excess-profits tax. 

The combination of these two things means that we are going to 
work all of last year and I think 8 months of this year without recom- 
pense, in the interest of the defense effort, simply because of this 
situation. 

I realize the time is running fast here, and I think I can make this 
clear quickly. 

As I mentioned before, and you may have heard Mr. Hanson mention 
it, we were recommended and selected by the Navy as one of the 
leading yards in the country, because it was recognized we had com- 
plete facilities and could build these ships. We had the technical 
skill, the draftsmen and the financing, everything needed. 

However, it turns out that these ships are just a little different from 
any of the ships anybody built in World War II and since. The 
technology has varied, the specification is different, the result being 
that we have had to spend money for equipment which has never been 
used in a wooden shipyard, and I don’t think existed in wooden ship- 
yards or did before this program. And certainly we believe it will 
not have any commercial use after this situation is over. 

All right. We applied, naturally, for a necessity certificate for the 
cost of this equipment and facilities. We asked that we be allowed to 
Mp it off in 5 years or the length of the program; a fair request, 

think. 
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Now, on reading the Defense Production Act and the regulations on 
it, it would seem that that act was tailor-made for this situation; in 
fact, it states it, that is, any technological changes must be recognized, 
small business must be recognized, and so on—but, we get no necessity 
certificate. 

Now, we had already a plant that cost $1 million and which was 
adequate but still we have to put up more money for this new equip- 
ment—but no necessity certificate. 

And we have applied through the normal channels, twice through 
NPA originally, and DPA and NPA, every time it comes back deny- 
ing it. 

The first necessity certificate was for $17,000 and the second for 
$42,000, which is indeed modest for the amount of work we do—but 
when you realize what the loss of this necessity certificate means to us, 
I think it will cur] your hair. 

Here is a company that does, I will say, $2 million worth of work. 
I have got these figures well documented. 

On our present tax basis we will probably, if we make a profit, be 
allowed ater renegotiation I suppose 7 percent, $140,000. 

Well, I had our accountants figure out the tax on that, including 
the excess-profits tax and the State tax under which we operate, and 
it amounts to $91,500. You can readily figure out that the balance is 
$48,500. And altogether we spend $81,000 on facilities which had to 
he capitalized. 

Well, you can figure out it is going to take us almost 2 years to come 
out even. 

Now, I think that—I have a letter here that I wrote to the Defense 
Production Administration asking for their attention and considera- 
tion on this matter, and I sent a copy to the Small Defense Plants 
Administration, Mr. Willard’s office, and that is the reason we are here. 

I must say that excellent cooperation came out of his local office and 
the one in Washington, and in one of the several times of recent trips 
to Washington, I was able to walk into one bureau and to another, 
because of the excellent coverage that the Small Defense Plants Ad- 
ministration had given my problem. Every place that I went, they 
knew about it, they had the documents, and the files were not lost, 
everything was intact—and we still did not get our necessity 
certificate. 

But, I have this letter that possibly you would like to have in evi- 
dence, and also I have a letter from our tax advisers in accounting 
form which delineates this particular tax problem. 

Mr. Mrrcve tt. What was their reason for denial ¢ 

Mr. Sueauan. Their reason for denial is apparently the broad as- 
sumption that shipbuilding capacity exists in excess in this country— 
quite true. If you fly up and down the coast you can see at least three 
empty; but this hasn’t anything to do with excess shipbuilding ca- 
pacity, this has to do with new technologies and new equipment, and 
we cannot get our necessity certificate. 

Would you like to hear these letters or would you like for me to 
return them over to the reporter ? 

Mr. Damas. Well, if you will give us the gist of them we will in- 
corporate them in the record. 

Mr. Sweanan. It gives a history of the application and it then 
goes on to explain why the request, indicating the change in technology 
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and specifications, and so forth, and then it develops the impact of the 
excess profits tax on it, and it shows what will happen to a good 
healthy financial structure working in the defense industry when no 
recognition is given to a realistic problem such as we have. That is 
what we try to show. 

I will turn this over to you, with a letter from the certified public 


accountants. 
(The documents referred to are as follows :) 


ASTORIA MARINE CONSTRUCTION Co., 
Astoria, Oreg., April 9, 1952. 
DEFENSE PRODUCTION ADMINISTRATION, 
Office of Resources Bapansion, 
New General Accounting Office Building, 
Washington 25, D. C. 

GENTLEMEN: On May 10, 1951, this firm submitted an application for a neces- 
sity certificate to the National Security Resources Board, Washington, D. C., 
and received acknowledgment dated May 14, 1951, with an assigned file No. 
TA-9448. Under date of March 21, 1952, the request was denied by the Defense 
Production Administration without explanation. 

Currently, our company has two contracts with the Navy Department (NObs 
2731 and NObs 2904) for the construction of wooden minesweepers. In addi- 
tion, it holds master repair, alteration, and conversion contracts with various 
Government agencies, including Department of the Navy, the Maritime Agency 
of the Department of Commerce, National Shipping Authority, ete. Approxi- 
mately 97 percent of our total work volume is in the defense effort, and we em- 
ploy approximately 450 workers in two locations. On the above-mentioned ap- 
plication, certification was sought for the rehabilitation of a deteriorated dock 
and alteration of a machine shop. The amount involved was $18,652.12. 

We assumed that the application was denied on the basis of a general repre- 
sentation to the Navy Department that we had facilities fully adequate for the 
construction of the vessels for which we contracted. Since entering into Navy 
construction contracts, we have found it necessary to make total capital expendi- 
tures in the amount of $81,603.21, of which $42,425.01 is due to the special nature 
of the ship design. A departure from orthodox methods of wooden construc- 
tion has been made in the design of these ships, in which many of the com- 
ponents, including frames, keel, foundations, ete., are laminated. Special equip- 
ment and ‘facilities are required in this connection which have never before 
been necessary in a wooden shipyard, which prior to the current defense program 
never existed in such a yard, and which to the best of our knowledge, will have 
no utility for commercial purposes on the completion of the construction contracts. 

We are attaching a supplementary application for a necessity certificate 
limiting our request, for the time being, to the dollar volume capitalized in con- 
nection with the laminating facilities. This is done with the request that our 
application be considered not on the general broad policy that an adequate 
number of both steel and wooden shipyards exists, but that this facility is pro- 
vided especially and exclusively for the accomplishment of vital defense con- 
tracts and will have no utility after such accomplishment. 

The facility for which certification is sought involves a new technology. This 
firm is classified as small business (average number of employees is 450). The 
competence and ability of this company is a matter of record with the Depart- 
ment of the Navy and is demonstrated by the fact that this yard was one of four 
in the United States chosen to start off the wooden minesweeper program. No 
other form of financial assistance has been provided by the Government. The 
manpower situation is adequate and suitable transportation and housing is 
available. 

The impact of expenditures for facilities, on the capital structure of a small 
business doing a volume of defense work is not always fully appreciated by those 
accustomed to assessing similar situations in connection with a larger business 
having a broad capital base, and consequently able to accumulate substantial 
earnings without moving into excess profit brackets. Most wooden shipyards 
have been either dormant or unprofitable during the excess-profits base period 
from 1946 to 1949, and accordingly, only a modest amount of profit escapes the 
excess-profits provisions of the internal revenue law. For purposes of illustra- 
tion, we have requested our tax advisers to prepare an estimate of the tax 
involved on sales of approximately $2,000,000, assuming that we would have a 
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profit before taxes not in excess of 7 percent, or $140,000. As indicated by the 
attached letter from Yergen and Meyer, dated April 9, 1952, only $48,500 of this 
profit is available after taxes. 

During the year of 1951, it was absolutely necessary that changes, alterations, 
and additions in the amount of $81,603.21 be provided for the completion of the 
contracts; this in spite of the fact that we had prior to the commencement of 
the defense production what was recognized as one of the most modern smal! 
wooden shipyards in America. The inescapable conclusion is that unless our 
problem is recognized and we are granted some relief in form of a necessity 
certificate, and if we make no more capital expenditures, and if we make a norma! 
7 percent profit, we shall have worked in the interests of the Government and the 
defense program for approximately 20 months without compensation. The only 
alleviating feature will of course be the fact that a small depreciation on the 
facilities will be allowed on a normal depreciation basis. This we assure you 
will be negligible. 

For your information, a copy of this letter and application is being handed tv 
Mr. Allen Willard, of the Small Defense Plants Administration, 328 Burke 
Building, Seattle, Wash., to whom we have applied for assistance and advice 
in connection with our problem. 


Yours very truly, 
Georce C, SHEAHAN, Treasurer. 


Yercen & MEYER, 
Portland, Oreg., April 9, 1952. 
Mr. GrorGe SHEAHAN, 
Treasurer, Astoria Marine Construction Co., 
Astoria, Oreg. 

Dear Str: We have developed some figures for you which we believe will be of 
considerable interest in planning for future plant expansion. These figures 
bear on the fact that, because of the currently high tax rates it is becoming 
increasingly difficult to accumulate funds for the acquisition of capital assets. 

Based upon an annual volume of sales of $2,000,000 we would anticipate that 
your yearly profit before taxes would not exceed 7 percent, or $140,000. The 
rate of profit is limited by the fact that virtually all of your work is subject 
to renegotiation and 7 percent will probably be about the maximum you could 
excpect to retain. Your combined State and Federal taxes, including excess 
profits taxes, on this amount of income will be approximately $91,500 which 
would leave only $48,500 available for increased working capital needs and for 
plant expansion. 

As we see the situation, any plant investment made now can be considered 
to have value only during the period of defense spending which presumably wil! 
be of comparatively few years’ duration. Your experience after the last war 
showed that the large facilities you had built up were actually of no value for 
post war operation and from the standpoint of property taxes, insurance and 
minimum maintenance cost constituted an additional burden upon the greatly 
reduced post war business. Therefore, unless current plant additions can be 
placed upon fast depreciation rates you should figure that except for the recovery 
of fairly small normal depreciation such additions will represent a loss of profits 
available to your stockholders. 

And even in the event your profit picture should be more favorable than indi- 
cated above it should be noted that the company’s retention of income after 
taxes is less than 17 percent of the earnings above your excess profits tax credi'. 
Therefore, even the assumption that a larger plant would pay for itself by way 
of larger profits is dangerous because of the fact these profits, if earned, wil! 
largely be paid to the Government in the form of taxes. 

We believe the foregoing should be of interest to you and know that your 
own conclusions will be similar to ours; that plant expansions of any substantia! 
size are not practical in your case unless they can be constructed under certi 
ficates of necessity. 


Yours very truly, 
Yercen & MEYER, 


By Wo. F. MEYER. 


Mr. Tory. May IT ask a question? 
Mr. Datmas. Yes, sir. 
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Mr. Tory. Was your request for the certificate of necessity certified 
by the procurement agency ¢ 

Mr. Sueanan. No. That is why it fell down. 

Mr. Tory. Did you clear it through a procurement agency before 
you applied to NPA and DPA? 

Mr. SHeanan. No, sir. 

Mr. Tory. Well, I think that is one of the basic requirements of a 
certificate of necessity, that they must be certified by the procurement 
agency. 

Mr. Sireanan. I agree with what you said then, but not what you 
enid before, because I don’t think that the instructions regarding 
necessity certificates require anybody to go to the certifying agency. 

We were told to go to the NPA or DPA, and then they present it 
to the certifying agency and conduct a private correspondence between 
themselves. 

Mr. Tory. That is correct. 

Mr. Datmas. What the agency would have to declare is that this 
equipment is essential to the national defense. 

Mr. SHeanan. Apparently what they have to say is, they say a 
necessity certificate is called for—by the way, I talked to the office in 
the Bureau of Ships, and they suggested I come and talk to you. 
They have got a problem, too. 

Mr. Dats. We will be very glad to take your problem back and 
see what we can do with it with the Defense Production Administra- 
tion and how you might get your tax amortization and what further 
steps you may have to take in order to wrap it up to their entire satis- 
faction. We cannot promise that we will be able to do more than you 
have done, but, however, we will take it up with them. 

Mr. SuHeanan. Thank you very much. 

Mr. Mrrcvet.. May I say that this, in comparison with what was 
cranted in the Northwest, this needs looking into. 

Mr. Datmas. Well, in comparison with anything that has been 
granted in the United States. 

Mr. SuHeanan. Well, there is another thing that will always come 
up regardless of your patriotism and your attitude about the whole 
defense effort. We are constantly being asked to do specialized kinds 
of work, particularly to do—we have three locations, we work on steel 
chips and Liberty’s and Victory’s and wood ships. We are asked to 
do different jobs. 

Finally, we come to the point where we say, “We cannot make any 
money; what is the point?” 

Mr. Damas. Particularly if you have to buy new equipment that 
cannot be used commercially after the war is over. 

Mr. Sweanan. That is right. 

Mr. Datmas. A very logical conclusion on your part. 

Mr. SuHeanan. Thank you, sir. 

Mr. Datmas. Thank you. 

Now, will the spokesmen who have a petroleum problem come for- 
ward, pheted-avall, one spokesman. 


Will you state your name and business connection and whom you 
represent ¢ 
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STATEMENT OF J. E. MORRISON, NORTHWEST OIL CO., PORTLAND, 
OREG., ACCOMPANIED BY JACK STAMBAUGH, MR. QUIST, AND 


MR. MITCHELL 


Mr. Morrison. My name is J. E. Morrison, Northwest Oil Co., 
Portland. 

You say one spokesman. It is going to be awfully hard for me to 
cover all phases of the oil industry. 

Mr. Damas. I understand you have a good many more members 
of your industry here, and unfortunately we cannot hear all of them. 
So if you would summarize the entire problem it would be very helpful 
to the committee. 

Mr. Morrison. Well, it is true that we do have a problem and per- 
haps I can present some part of it; but I would like to have, if I do 
miss something that the other fellows feel rather important, that they 
have the privilege of saying so because I cannot cover it all in the few 
minutes we were allotted. 

We have a very peculiar problem, in that we are not trying to get 
business here, we are trying to stay in business. 

Perhaps it would be best, I better explain my own company’s situ- 
ation and then say it is very typical of what is going on throughout 
the whole Northwest at this time. 

The Northwest Oil Co,, in Portland, has been doing in the neighbor- 
hood of about 1,500,000 gallons a month up to the, I would say, first 
of the year. We bought the majority of that from an independent 
operator in California, Hancock, which we market under our own 
brand. As we grew we had to have a little additional gasoline, and 
we bought that from local suppliers in our area. 

Now, we find ourselves in the position that we have been notified we 
have been cut off from our outside source. Our contract expired, not 
renewed, we are on an allocation basis. April 21 we were reduced 25 
percent, and that brought us down to 750,000 gallons. At that time 
our price was raised one-half cent a gallon. 

As of August 1, we have been notified by our parent supplier we 
will be further reduced another one-third, which brings it down to 
500,000 gallons a month. 

We cannot in our business operate at 500,000 gallons a month, so 
we turned to the suppliers of products that anybody would turn to, the 
major oil companies. We sent telegrams to all of them, stating our 
position. 

We received replies back from all but one, that we had a salesman 
come in—I don’t know whether that was their answer or not, that they 
could not supply us—the suppliers were not adequate enough to take 
care of our business. Now, that is our company. 

Today we have with us the Time Oil Co., and also the Clipper Oi! 
Co. have a representative here today, the Olympic Co., the Allied Oil, 
they handle Olympic petroleum products, and then there are two of 
my own jobbers—of course, those latter two, their problems are some- 
what like mine. Like I said, it is very difficult for me to come up here 

repared to tell you my problems and then have to tell you the prob- 
ems of all of the independent operators in the Northwest. 

I do know that we have banded together, I might say, very closely 
here in the last few months in an effort to see that we did not run out 
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of products—but we have searched every nook and cranny, and there 
are no products that can be bought. 

We have a terminal on the Columbia River, 6,000,000 gallons’ stor- 
age, and we have to rely upon tanker shipments to get by. 

We have rationed our accounts on the same proposition, in the same 
proportion that we have been reduced by our suppliers. Those men 
could not survive on what we had to give them, so they tried to do the 
same thing we did, and they are getting gasoline. They are not getting 
it at.a price that they can afford to operate on. 

I might add here, I didn’t mention Diesel. I have been talking 
mainly about gasoline. One of our gentlemen, the Clipper Oil Co., 
made the statement their major supplier is the Texas Oil Co. Texas 
Oil Co. completely cut them off, coal they have not had one drop since, 
so that practically puts them out of their business. 

That I did not know, but I do know that, myself, I have had calls 
from different distributors of the Texas Oil Co. in Portland, and we 
have supplied them to our ability, we have given them loads when we 
did not have loads to supply us for a week, because I figured we all 
have to stick together. 

You will have to excuse me if I don’t formulate my thoughts right— 
it is hard to cover all of this without any warning of it at all. 

The thing that irritates us more than anything else is the fact our 
men can find gasoline, they can go out and buy it of distributors of the 
major oil companies—and the major oil companies themselves have no 
gasoline to sell us. 

However, I will say this: They have recently notified their dis- 
tributors—and I say this because I know of instances and maybe if 
you call on one of these men they could give you specific instances— 
they cannot give brands because they have to survive, there might be 
gentlemen here in the room they are buying from—but they are buy- 
ing products with the express agreement from the major oil dis- 
tributor, if they get caught, they are going to lose—that in cases that 
maybe the distributor is going to lose his contract. 

I know that is a fact. I know that they have been cut off. I don’t 
say 
Mr. Mircuetit. What do you mean by getting caught? ' 

Mr. Morrison. Well, in the business there is such a term as boot- 
legging. They have to go out at night and skin into these major 
oil companies to get gas, these distributors, they go and buy this gas 
from the major oil companies and they have definite instructions not 
to sell that type to an individual, and if he is seen in that yard or 
somebody tells them and they check the matter, “Did So-and-So get 
gasoline?” And if he admits it, it is automatic, he is all done, he is 
not going to get any more gas, and the chances are he is going to be 
limited to his supply. 

Mr. Damas. Who is at the bottom of all this, Mr. Morrison? 

Mr. Morrison. Well, frankly, we would like to know. Our busi- 
ness has been based on the fact that we had a contract which is no 
longer in existence, and as time goes by—we had periods before where 
we had no contracts, but we could buy surplus gasoline. 

It is impossible to be in the refinery business and at all times have 
your stream so steady every drop is taken care of, you are going to 
1ave a surplus—but we wonder why there is no surplus gasoline now. 

















9064 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


I know there was before this last strike because we were told there 
was surplus gasoline. It was not made available to us as independents. 
Mr. Ruxry. Well, Mr. Morrison, aren’t there a number of circum. 
stances here? I mean, your demand has grown rapidly, here in the 
Northwest particularly. It is not something you are going to find a 
cure for immediately unless you control the refinery and pipe your 
crude oil from Alberta or the Williston Basin? I mean, isn’t the 
whole situation here being caught, so to speak, with the pants down ‘ 
Mr. Morrison. I will admit the demand in this area has increased, 
yes. 
’ Mr. River. And, of course, the defense effort demand has gotten 
quite heavy. I don’t like to use the word “shortage,” but there is a 
scarcity of petroleum products on the west coast, the Northwest par- 
ticularly 

Mr. Morrison. There is for the independents; yes. 

Mr. Ritry. Now, I think most of your suppliers are spot buyers, 
aren’t they? 

Mr. Morrison. No; I would say every man here today has had con- 
tracts up until the first of the year. Those contracts have not been 
renewed, they have all been allowed to expire—and before, in years 
past, they were tickled to death to have somebody handle their surplus 
products. 

Mr. Rirey. And the oil strike was just another one of those factors 

Mr. Morrison. We tried to buy gasoline from California the last 
year and a half and have not been able to get a drop. 

Mr. Ritey. Well, I think their refineries are practically cracking up 
because they are pushed too hard. You independents are not going 
to be able to buy from a major. 

Mr. Morrison. If that situation is true, don’t you think the majors 
should be suffering a little bit, too? 

Mr. Ruiter. Well, I don’t know. I am trying to find out what the 
solution should be. 

Mr. Sramsaven. Well, as long as a major distributor can sell gas, 


he gets it. 

Mr. Ruzy. Yes. Don’t you think they ought to start with their own 
distributors 

Mr. Stampaven. Well, naturally. 

Mr. Rirey. Well, what is the complaint? I get an inference—— 

Mr. Datmas. Give your name for the record. 

Mr. Stampavucn. Jack Stambaugh. 

Now, the reason I say—you see, they will take care of their own, but 
I have been approached by major oil company representatives who are 
only too eager to take my stations over and sell them gasoline and 
lease them from me, and that would automatically put me out of busi- 
ness, because I am a distributor, I own my stations and haul gasoline— 
but they still have the gasoline to sell to stations, but they cannot sel! 
to stations as long as I own them. 

Mr. Ritey. From what you say and what PAD told me a couple 
of weeks—— 

Mr. Srampaven. I think it is an artificial shortage, I feel it is an 
artificial shortage, perhaps to regulate the market, perhaps for—well, 








any reason. But I do know that the livelihood and the welfare of 
every independent jobber and distributor in the Northwest depends 
on our getting gasoline, and we are suffering a squeeze. 
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If we had the time to get them in here, we could have a delegation 
enough to pack this whole building. 

Mr. Rutzxy. If you will get the facts, and I don’t mean hearsay, 
that we can get back to PAD we can get some action. But we need 
facts. 

Mr. Stampaveu. I have facts. 

Mr. Datmas. We will hold the record open for 2 weeks for you to 
send in your documented evidence, any that you can present. 

Mr. Ruiter. If you will come in with something substantial to show 
us that the majors have an excess of gasoline that they will not sell 

Mr. Srampaveu. I myself am buying gasoline from major oil com- 
pany distributors. I don’t dare tell you who they are, 1 don’t dare 
mention it in the room because I don’t know who would cut me off, 
and I have to look after myself, but they are not short, they are still 
selling me, and I can dribble along—and if it is scarce why don’t they 
allocate their own dealers? 

Mr. Ritey. That is it, that is why I say there is a contradiction. 

Mr. Stampavueu. And why can they take over my stations—— 

Mr. Tory. If you are going to hold this record open for 2 weeks I 
would like to have some cases submitted for consideration from the 
Spokane field dealers. We have some people up there that are large 
distributors that have been completely put out of business and I do 
know that— I don’t know whether it is the majors fighting the small 
distributors, but we do have two or three that absolutely are going to 
be out of business this fall. 

I do also know that the major companies have withdrawn from 
stove oil in the Spokane market, and I would like that included in 
the report. 

Mr. Morrison. I would like to say that the Union Oil Co. in the 
last 2 months cut off every distributor in the State of Oregon except 
two. Now, those people have to be taken care of this winter. After 
all, during the war, as :t was, they had fuel, and there was a shortage. 

I can cite you an instance where on the, I believe it was the 5th, 
possibly the 6th of June, we sent those telegrams to all the major oils, 
asking for relief. We got replies back from all but one, like I said, 
and of those six that replied there were two, the Associated Oil Co. 
and the Shell Oil Co., that took one of these accounts we have had 
over 15 years, the Porter Yett Construction Co. 

Now, mind you, they had previously sent us the telegram that they 
had no surplus before, but this was an account that they never had 
had ; they never sold him his gasoline. 

We told them to contact Shell or whoever could get products, that 
they would do us a favor to get gasoline from pilates else. The 
contacted Shell and contacted another; they cma | Associated, 
and they bid the price, and that is 100,000 gallons a month that we had 
to turn down that they were tickled to get. That is just exactly the 
position they are putting us in. 

I have another account where he has bought possibly a little bit 
off and on from the Union Oil Co. They tell him that they would take 
him on 100 percent if he would change to Union Oil Co. They were 
tickled enough to sell when gasoline was a surplus but now that we 
cannot supply him all he needs, they will give him all he needs, only 
on the one condition that he brands “Union Oil Co.” on his pump. 


? 
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Mr. Ruey. You are all going to have to work together.. The bur- 
den is on you to build up a case. We are very much interested in this, 
but we are going to have to have the facts. 

Mr. Srampavueu. Is there any possibility of getting any represent- 
atives of the independent oil dealers, most particularly one distributor 
or jobber that could represent us on a board of this sort to help? 

ton war, when we were short, we were all allocated our share ; now 
that we are not short, we can’t have it. 

Mr. Ririey. That is it; that is the objective. But you have to prove 
your case first. 

Mr. Sramepavuen. It is hard for a man of small means to hold on 
very long. We have our backs to the wall ; and it is not long before you 
are starved out, and then you might as well save your voice, because 
you have nothing to begin with. 

Mr. Mrrconet.. There is no allocation now? 

Mr. Ritzer. There is no allocation, but they have the power. 

Mr. Mrrenets. And when you mention “allocation,” it is their 
own allocation to their own customer? 

Mr. Rizr. Yes; but the objective is to prove a scarcity. Thus far, 
they said there is a general scarcity and they-——— 

Mr. Quist. They claim—— 

Mr. Datmas. State your name for the record. 

Mr. Quisr. Quist, of Allied. 

They claim the same thing in California, that a scarcity exists there, 
too. They are awarding contracts in California to individuals, as 
well as Oregon, Idaho, and Washington, and many of these people can 
get supplies of gasoline if they will sign a contract to sell under their 
trade name. 

Mr. Rumer. That is what we want. 

Mr. Quisr. And if there is a shortage they would not be after it 
and making those propositions, would they ? 

Mr. Ruzy. Well, even in a period of scarcity, I think the normal 
business practice would be to try to build up trade in the future. 

Mr. Sramsaven. If we switch to a major oil company we would 
work on a shorter margin. I have talked to a major oil company 
representative and he said, “Why don’t you buy ours out in your 
territory?” 

And I said, “I would like to; and would you take care of the rest 
of my stations if I do?” 

And he said, “Yes.” 

And I said, “But can you sell me gasoline now?” 

“No,” he said. 

But, I am buying now; I am buying gasoline from him at a very 
prohibitive price. In fact, I am making a half cent a gallon on 
it—when you haul your gasoline, that is a half cent, and you pay 
your drivers and operate your equipment, a profit isn’t in the 
cards—— 

Mr. West. Might I ask you this, sir? It seems to me this con- 
versation is very pertinent to some of the remarks of Mr. Frank Hobbs 
which he made; and I might say further, is this a matter for the SDPA 
or a matter for the antitrust people? 

Mr. Ruey. Frankly, for antitrust. 

Mr. Mircuey. Mitchell is my name, and I am an independent. 
We have our own terminal, we have 12 retail contracts. 
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Our contract was up the ist of June, and it has been failed to 
be renewed, and it is true in our case and true in every one of these 
boys’ cases, they do not want to renew at the old margin; they want 
to renew it at a new margin which is 1% cents higher than what they 
were paying before, and you can have all the gasoline you want if you 
want to come in on the new deal. 

Or if you want to go to a major company you can get all the 
gasoline you want on a short deal, but they will take a lease on your 
plant and leases on all of your service stations. That is the problem 
we are facing. 

Now, in the old days we called it bootlegging. In 1952 we stream- 
lined it and we call it free lancing. 

You may make a deal with a distributor and as soon as an increase 
in his business is noticed, they immediately start checking on it as to 
why his gallonage has increased, and then your supply is terminated. 

It is unfortunate we could not bring this to you this morning, 
but we had many more fellows here this morning and some were 
represented by counsel who had their cases well prepared, with evi- 
dence and information very vital to this committee. 

Mr. Datmas. Well, Mr. Mitchell and Mr. Morrison and all of the 
rest of you assembled in the room, if you will adopt the suggestion 
made and send us as much information as you can to the House 
Small Business Committee, Room 129, Old House Office Building, 
Washington 25, D. C., we will take this up in three ways. 

We will take it up with the Petroleum Administration for Defense. 
We will ask the appropriate agencies to make a spot investigation, 
the Federal Trade Commission or the Department of Justice, which- 
ever one seems to be appropriate, and through Mr. Willard of the 
Small Defense Plants Timsnistration. 

I sug; you take it up that way also, so that we can get the sto 
before the proper agencies in Washington and try to get some quitk 
action. The quicker you act the quicker we can act. 

We do not promise you a solution. All we promise is that we will 
use our best efforts to try to obtain one. 

Mr. Morrison. I might add one thing. Like I said, with the cut 
in supply we have had to take, we cannot possibly continue on and 
support distributors. We can take and put in our own units and 
probably get a rather better than break-even, but to do that we have 
to cut them off completely. 

Well, if we cut them off completely, as independents wishing to 
buy @ supply ig presage for their own service stations under what- 
ever brand-they please, they are not going to find a gallon of gasoline, 
and that immediately puts them out of business. 

So, it is a very vital factor. We do not want to do that, but this 
is a matter of self-preservation at this time, as to who is going to 
stay in business. We cannot continue to finance them. 

We bought a little gasoline in the month of June on the outside 
and that came out of a major oil supply and that was under a bona 
fide contract they had to fulfill. We paid what we call 2 cents off 
of the tank-wagon price, and we cannot continue to do that, some of 
that stuff in our area has a half-cent hauling, and we lost 114 cents 
a gallon on that gasoline and we cannot continue to do that, we 
cannot jeopardize the investment we have in our plant, which is up- 
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ward of $750,000—but we cannot humanly turn around and tell these 
fellows they are out. of business, 

And, effective the 1st of August, our supply is going to but cut 6624 
percent as of the Ist of Denuiae: 

Now, nobody can work on a volume basis and be cut that much. 

Mr. Damas. Mr. Morrison, I don’t want to cut you off, but we 
have offered you the best avenue of approach to this problem. Every- 
thing that you tell us and your associates tell us will be made a part 
of this record and there is nothing that we can do about it on a spot 
basis here, as of this moment. The quicker you get full information 
in to us, the more quickly we can take it up with peeple that might 
be of help to you. 

Mr. Morrison. I appreciate that very much. I got carried away 
a little bit, but I think it was worth getting carried away a little 
bit. there. 

Mr. Datmas. Thank you very much. 

Mr. Wixxarp. We will be willing to work with them to help them 
get the cases together. 

Mr. Darmas. I have a letter from the Northwest Oil Co. which 
should be made a part of Mr. Morrison’s testimony. 

(The letter referred to is as follows :) 


Nortuwest Ort Co., 
Portland, Oreg., July 14, 1952. 


To House Small Business Committee. 

GENTLEMEN: We are a small independent oil company operating in Oregon 
and southwest Washington, and have been doing so since 1938, when our company 
was incorporated. During this time we have purchased our petroleum products 
from various oi) companies in California, the majority of our gasoline purchases 
during the last few years has been from the Hancock Oil Co., of Long Beach, Calif. 

During the past 3 years our gasoline purchases have been made almost entirely 
from the Hancock Oil Co., and United Petroleum Co. of Portland, Oreg. The 
United Petroleum Co. has been securing their supply of gasoline from the General 
Petroleum Corp. 

The middie of April of this year. the Haneock Oil Co cut our supply of gasoline 
to 750,000 gallons per month. They have held us to this amount and have told 
us that after August 1, 1952, they will only be able to sell us 500,000 gallons 
per month, and do not know how long they will be able to sell us this amount. 
The United Petroleum Co. also cut our supply practically in half the amount 
we had been buying from them for April and May, and cut us off entirely at the 
end of May. Our gasoline sales have been about 1,300,000 gallons per month 
during the first few months of 1952, and would have gone well over 1,500,000 
gallons per month during the summer months. We have had to practically cut 
our business in half, and after August 1, 1952, unless we get some relief, we will 
have to cut our business to one-third. 

We have contacted every major oil company on the Pacific coast as well as 
many of the independent oil companies, and they have‘all advised us that they do 
not have any products which they can sell us. We have had to ration our 
accounts and put them all on quotas. Some of our accounts have been able to 
secure a supply of gasoline from other companies, but many of them have not. 
Our accounts who have not been able to secure a supply from any certain company, 
have been able to buy some from their distributors and commission agents to 
augment the gasoline they have been getting from our company. We have a 
commercial account, for instance, who is a road contractor and who we have 
supplied his gasoline requirements for years, secure a supply of gasoline from 
another company without any difficulty. This is Porter Yett Construction Co., 
and they are buying gasoline at present from Associated Oil Co. They are using 
approximately 100,000 gallons of gasoline each month. The Shell Oil Co. also 
offered to supply this company with their gasoline requirements. Both of these 
companies have told us that they do not have any gasoline which they can sell 
us, although they have enough to sell our accounts, 
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Many of our accounts have been told by the major oil companies that they 
cannot sell them gasoline, but are willing to lease their service stations and pay 
them a monthly rental and furnish the stations with gasoline. 

We are not the only small oil company that is suffering A. T. Culley, of 
Portland, who secured his supply of gasoline from the Fletcher Oil Co., was 
cut off entirely from his supply late in June of this year, and to date we have 
not heard that he has been able to secure another supply, although he has con- 
tacted all of the oil companies here. Several of Mr. Culley’s service stations 
have been closed because of no gasoline’ S. C. Allison has had his supply cut off 
entirely June 28, 1952. He was securing his gasoline from the Olympic Petroleum 
Co. He has not been able to secure any products to date, although one company 
did offer to deliver his commercial accounts for him, but they did not offer 
to pay him a commission for the business. True’s Oil Co. of Spokane, Wash., 
have advised us that they have been cut down in the amount their suppliers will 
sell them. The Gardner Oil Co. of Yakima, Wash., has reported that their 
supplier has cut them very substantially. The Camas Oil Co. of Lewiston, 
Idaho, reported that their supplier cut them off entirely late in June. 

The major oil companies and some independents report that their supplies are 
short and they cannot sell any of us, but they can still take on the accounts we 
cannot supply. There is no rationing at any of their stations, and the general 
public are never turned away from the major oil company stations because 
they do not have gasoline 

We have quoted only a few of the many instances of discrimination that has 
come to our attention during the past few weeks. Pages could probably be 
written on all of the people that have been hurt and that are being forced out 
of business, by what appears to us to be collusion of the larger oil companies 
against the small-business man. 

We strongly urge that an investigation be made in this area, and something 
be done to keep many small-business men from closing their doors and going out 
of business. . Unless something is done immediately many of us will be out of 
business, and hundreds of employees out of work very soon. 

Yours very truly, 
NortHweEst Ot Co., 
By H. F. Morrison, 
President. 

Mr. McCormick. In the matter of any increase in price, the Office 
of Price Stabilization would like to have an opportunity today to talk 
to these people. 

Mr. Datmas. These gentlemen are available. Mr. McCormick is 
assistant to Governor Arnall, of the Office of Price Stabilization, and 
he has offered his services to talk to you about this matter. 

Now, I will recognize Mr. Walter O'Donnell, of the Reconstruction 
Finance Corporation, to make an additional statement. He has some 
more information. 

Mr. O’Donne tt. I made a comment this morning in answer to one 
of Mr. Willard’s comments as to the dissemination of information 
between the RFC agency and the SDPA regional offices. 

_ That matter was cleared by me over 2 weeks ago, and I assumed that 
instructions were sent your offices. 

Well, I have checked over long distance this noon and found it has 
not gone out for very good reasons, and that this procedure between 
our two agencies has been an evolutionary one, with changes being 
made as they appear necessary. Conversations are now going on be- 
tween the two agencies relative to the flow of information. 

Today it goes directly to RFC in Washington, and at the Washing- 
ton level it is transferred to SDPA. We are trying to work out the 
mechanics for changing the flow of information from our agencies to 
the SDPA regional offices, and that has been held up. We expect it 
in 2 weeks. 

Mr. Trrus. Mr. Chairman and Congressman—— 
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Mr. Darmas. Will you"please state your name and business ¢on- 
nection and address? 


STATEMENT OF R. T. TITUS, WESTERN FOREST INDUSTRIES 
ASSOCIATION, PORTLAND, OREG. 


Mr. Trrus. My name is R. T. Titus, executive vice president of 
Western Forest Industries Association, with offices at 316 Henry 
Building, Portland, Oreg. 

The lumber industry, of course, is the basic industry of this terri- 
tory in the Northwest, and contrary to the opinion of many it is an 
industry of small business rather than large. 

In the 11 Western States a study made by the Department of Com- 
merce a few years ago showed that 98 percent of all producers had a 
capacity of less than 10,000,000 feet annually per plant, and 10,000,000 
feet annually is pretty small business. 

The people in our own organization are independent loggers, saw- 
mill operators, remanufacturers, and distributors of lumber, and there 
are only a few of those that have as many as 100 employees, and some 
of them have as few as 10. That is small business. 

The reason that we want to point out a few things to this committee 
has a direct bearing, I believe, on the defense problem, because we all 
rs that lumber is essential in war or in peace to the economy of the 
Nation, 

The thing that is of primary importance, it seems to us, is to 
maintain the facilities for the production of lumber because if we 
do come into another emergency where we need vast quantities of 


lumber quickly, you cannot rely upon large plants; the bulk of that 
has to be produced in small plants, they are the only ones that can 
be put up quickly and the ones that can expand rapidly, as the past 
two wars have proved. 

Now, this is our B bse’ 65 percent, approximately, of all of the 


merchantable standing timber is in the Rocky Mountain States and 
Pacific coast States, and of that over 60 percent is owned by the Fed- 
eral Government. 

Now, with only one or two exceptions, there is not a producer of 
lumber in the entire area that can operate without purchasing logs 
or timber from time to time, and the principal source of timber is 
the Federal Government. 

Now, there are a few things in connection with the various Federal 
agencies who have charge of these vast areas of timberland which 
we think should be changed because they discriminate against sma!] 
business. I am only going to give two or three illustrations and I 
think that is sufficient. 

For example, the Department of the Interior is one of the two 

neies that control the largest amount of Federal timber in the 
West, and the Department of the Interior has two bureaus within it 
who are particularly concerned. 

One of them is the Indian Bureau, and the reason I mention that 
is that there has been recently considerable publicity in the papers 
over the sale of Indian land in southwest Oregon—sales have been 
set aside because they were unfortunately conducted. 

We think there is a much more important matter which has not 
been called to the attention of the public which involves considerably 
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more money and a lot more timber, and that is the policy of the 
Bureau of Indian A ffairs to sell timber in such large blocks that there 
is no competition for it. 

For example, within a few months the Bureau sold a block of 614 
million board feet on the Quinault Indian Reservation in western 
Washington. The company which was the only bidder bid $6,473,900, 
which was the minimum valuation of the timber by the Bureau. 

Now, one of the requirements of that contract was that 25 percent 
be paid within ¢ dae, which meant a down payment of over 
$1,250,000. Well, obviously, the average operator is not in a posi- 
tion to pay down $1,250,000. So, there was no competition, and 
that was a discrimination against the average operator in the territory. 

It is also, we feel, detrimental to the best interests of the owners 
of that timber, the Indians themselves. The timber is owned by the 
individual Indians and not by the tribe. 

They know, just as we know, that had there been competition for 
this timber the price would have been, the high-bid price would have 
been much higher, because the records of the transactions of the Forest 
agencies show that where there is free and open competition the aver- 
age price received exceeds the appraised value by approximately 50 
percent. So, in this instance the Indians probably would have se- 
cured at least another $3,000,000 had the sale been held in such a way 
that there was open competition. 

The other bureau in the Department of the Interior that handles 
timber is the Bureau of Land Management. In Oregon they manage 
214 million acres of Oregon and California revested grant lands, in 
western Oregon, which comprises one of the most valuable forests of 
Federal—well, of any Federal or private forest land in the United 
States. 

Now, that Federal land is checkerboarded with private land because 
the land was orginally granted for the construction of what is now 
the Southern Pacific Railroad, and because of that checkerboard pat- 
tern until recently the private owners who were intermingled with the 
Federal owners Suttroled the sale of that Federal timber because they 
controlled the access to it. 

Now, until 2 or 3 years ago 80 percent of the sales of that timber 
were noncompetitive. In other words, there was one bidder and he bid 
the appraised price. In 1950 the Secretary of the Interior issued some 
new right-of-way regulations which provided that if a private owner 
seeks a right-of-way across Federal land he in turn must give the 
Federal Government assurance that the purchaser of the Government 
timber will have the right to use that portion of the road leading to the 
nearest public highway which is on private land at a reasonable fee. 

The result has been that since those new regulations came into effect 
less than 20 percent of the sales are now one-bid sales. There is 
competition. 

Another result of that has been that the revenue derived by the 
Federal Government and by the counties in which the timber is 
located has stepped up very matrially. 

Now, the thing we are concerned about is that those right-of-way 
regulations when they were proposed were very rigidly opposed by a 
good many of the larger timberland owners, and perfectly naturally. 
We are concerned over the fact that they have continued their opposi- 
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tion ever since the regulations were adopted, and a good many of them 
have refused to negotiate right-of-way agreements of their own. 

It is rather interesting to note, too, that both the regional director 
and the attorney for this region, who were responsible for the de- 
velopment of those right-of-way regulations, were given instructions 
from Washington which have resulted in their transfer to another 
area. Both of them left the Department, and they left to go to work 
for other agencies. Whether there is any connection I don’t know, 
but it is rather significant. 

Now, we have just had called to our attention a proposal by the 
Bureau of Land Management to amend those regualtions so as to per- 
mit the issuance of short-term rights-of-way to private owners and as 
long as they have these short-term rights-of-way it is our belief that 
they will not negotiate long-term rights-of-way, although the Federal 
Government admits that it needs a long-term right-of-way in order 
to properly manage the land. 

There is a conflict there between big business which had controlled 
it in the past, and the small business which makes up the bulk of the 
industry, and for that reason we wanted to bring those two illustra- 
tions to the attention of the committee and suggest that it might be 
wise for them to recommend to the Department of the Interior that 
they eliminate any practices which might be discriminatory against 
small business. 

Now, the Department of Agriculture has in it the Forest Service, 
and that is the agency which controls most of the forest land, publicly 
owned forest lands in the Western States. 

Our principal criticism of their policy is similar to that which we 
have offered with regard to the Department of the Interior, namely, 
they offer timber for sale in such large chunks that only a few oper- 
ators can take advantage of the opportunity. 

To give you just one illustration, this spring down in the Willa- 
mette National Forest in Oregon, one sale made involved 142 million 
feet of timber. Now, that obviously was, and frankly admitted by 
the supervisor of the forest involved, designed for the benefit of the 
person who was the sole bidder and who acquired the timber for two 
million, four hundred thousand-odd dollars. That was at the rate 
of $18.35 per thousand feet for the Douglas fir which was the prin- 
cipal species. 

Now, down in the same forest during the same month, Douglas fir 
timber sold in smaller lots where there was opportunity for compe- 
tition brought as high as $27 per thousand feet, and if you compare 
that difference between the appraised value and the market value 
determined by competition and apply that to the volume, the Gov- 
ernment might have received $1 million more for its timber than it did. 

But, of course, we are more concerned with the fact that had it 
been made in smaller lots, more people could have participated. 

Mr. Mrrcue tt. Is this the sustained-yield area? 

Mr. Trrus. No. And speaking of the sustained-yield area, that is 
another peeve we have, if I can use that expression. We believe that 
the sustained-yield agreements are not only detrimental to small busi- 
ness generally but are distinctly contrary to the policies that have 
heretofore been carried out by the Federal Government itself. 

There is under consideration in this same national forest, in the 
Willamette National Forest, a proposed cooperative agreement which 
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would give to a single company for at least 100 years exclusive rights 
to buy all of the Government timber that may be put out in that field 
on 160,000 acres of land. 

Well, now, the present standing timber in that area is 51% billion 
feet and it is very difficult for the small-business man in the lumber 
industry to understand how any branch of the Federal Government 
can enter into such an agreement for a period equal to at least three 
generations, giving exclusive right to that one company to buy all 
of the Federal timber which may be put up, and we think that is 
something that should be corrected. 

Fortunately, so far there has been only one of those agreements 
consummated. There have been several proposed. 

Mr. Mircuety. This one agreement, what effect does it have? 

Mr. Trrus. Well, one of the effects it has had is that it has stimu- 
lated the rapid cutting off of privately owned timber within the 
boundaries of the unit, that is, the cutting off of timber owned by 
other people than the cooperatives. 

You see, within the boundaries of that particular unit there was 
land owned by several hundred other people who were not permitted 
under the terms of this agreement to participate in the purchase of the 
Federal land surrounding them. 

The fact they could no longer buy any Federal timber there meant 
they had to do one of two things, they either had to sell their timber 
to the only purchaser, the company that had the agreement for 100 
percent; or they had to cut it off or liquidate it as best they could 
within 2 years after that agreement was consummated. The number 
of sawmills increased, if I remember correctly, from 19 to 38, practi- 
cally a hundred percent increase. So you are having a large amount 
of the independently owned private timber cut off without any regard 
to the future productive mpoeee of the land, rather than conform- 
ing to the requirements of the State law. 

There have been several plants that have had to shut down because 
they no longer have timber available. Sawmills here in Seattle and 
at Tacoma have felt the effects. That was one of the contributing 
causes for the dismantling of one of the water-front mills in Tacoma, 
because their sources of supply were cut off. 

It is a situation which we think is wrong, and it should be looked 
into, particularly since when the bill was passed permitting these 
agreements, it was evidently not the intent of the Congress that these 
agreements should be entered into with the single operator, because in 
every instance the testimony and the questions before the congres- 
sional committees were phrased in such a way that they referred to 
operators and not the single operator. 

There is one other department that we have a little trouble with. 
I don’t think it is anything deliberate at all, but is something that per- 
haps this committee can do something about. That is this: 

We find the present wage-stabilization regulations are a consider- 
able handicap to small business for the simple reason that in the lum- 
ber industry at least the bulk of the smaller operators are not organ- 
ized. The unions have not seen fit as yet to attempt to organize the 
smaller plants. 

Now, under our present wage regulations we cannot raise your wages 
unless you get the permission from the Wage Stabilization Board or 
unless an order is issued by the Board. 
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Well, once a year at Jeast the unions negotiate with the larger oper- 
ators, whose employees have been organized, a new wage agreement. 
Last year they were granted 121% cents increase or equivalent in fringe 
benefits, and the Board then approved those increases for those spe- 
cific plants which had contracts with the union. Any plant which 
did not have a contract with the union then had to file an individual 
petition to get permission to make a similar increase, and, of course, 
they had to make similar increases in order to keep their men. 

he difficulty was that the onl me ae at the time, this time, 
for them to indicate that they hou ave the same right of raising 
wages was to submit proof that they had had a practice since January 
1950, of following raises made by organized plants, and it seemed to 
us immaterial, whether you had to prove you followed practices—per- 
haps you had made advances earlier, in fact, but it you did not show 
a history of having followed these increases the permit was not 

nted. 
_ Later it was possible for some of these people who did not get 
the increased. rate permission—the _ provided they could raise 
wages because of the increased cost o ~~ 

We are now faced with the same thing. Another 1214-cent increase 
has been negotiated by some of the unions and the thirteenth district 
board has indicated it will issue orders approving those increases. 
Now, we don’t know what their plan is for covering the rest of the 
industry but we think that perhaps this committee could recommend 
to them that if and when permission is granted to any branch of the 
industry or any group in an industry to raise wages, that that per- 
mission automatically be extended to all the operators in the same 
area. 

Or, put it the other way around, if it is decided that the operator 
of a circular saw in one plant could receive a wage of $2.75 per hour, 
that any sawmill in the territory be permitted to pay its sawyer up 
to that same amount. 

Now, as I say, I don’t think there was any intent on the part of 
anyone to discriminate against the smaller operators. In this instance 
I think it is just the result of the fact that in one case you are 
dealing with organized groups and in another you are dealing with 
individuals. 

But, something should be done, because the net result of the situa- 
tion that now exists is that these independent small operators ev her 
have to in effect violate the regulations and thereby jeopardize them- 
selves, either that or lose their men. 

There is also a matter which I think should be called to the attention 
of this committee pertaining to the Office of Price Stabilization. So 
far there has been one dollar-and-cent-ceiling price set up on logs 
established, and that is in the Douglas fir region. There have been 
several amendments proposed to the presently existing regulations 
for a period of several months now, and they have not been forth- 
coming. Their lack is causing considerable confusion in the industry. 

For example, and this is the only indication I wil give you of this 

articular thing, there is a duplication or an error, a clerical error 
in the price regulation, and not even that has been corrected. It is 
in the additions for log length, in section 11. 

On logs from 40 to 50 feet you can add $1 a thousand; 50 to 60 

feet, $2; 60 to 70 feet, $3, and then it says 62 to 80, $4. So, you can 
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take your choice, you can add either $3 or $4 for your lengths that 
are longer than 62 feet. 

Mr. Wrensntenk. What is that regulation? 

Mr. Tirvs. This is regulation No. 97. But the thing that causes 
the most trouble is the fact that they broke the territory down into 
five districts and in certain districts they have prices on all grades 
of logs and in other districts they have eliminated some. 

For example, we have a price for Douglas fir, second growth, red 
fir, in three of the districts but not in the other two, and the Office 
of Price Stabilization has ruled that where there is no price men- 
tioned under a dollar-and-cent ceiling that there can be no sale of 
that‘commodity. Consequently, we have no sale of second growth 
logs possible. 

The same thing is true for or under the camp-run logs, which means 
not graded. We have a price for one district and no price at all for 
camp-run logs in the other four. 

And there are a few other things like that which have been called 
to the attention of the Office of Price Stabilization by the industry, 
by different organizations of the industry, and, I know, by their own 
district representatives. But still nothing has been done. I think 
perhaps there should be some question raised as to why. 

Mr. Damas. Mr. Titus, Mr. McCormick, who is the Assistant Di- 
rector of the OPS, happens to be out of the room. 

Mr. Trrus. I have already conferred with him. He is getting 
after it. 

Mr. Datmas. Fine; all right. 

Mr. Trrvs. I have prepared here a statement, which I have sum- 
marized, and I have given you six recommendations. I don’t think 
it is necessary to repeat them by reading it. 

Mr. Datmas. We will make it part of the record. 

(The statement referred to is as follows:) 


STATEMENT ry R. T. Trrus, Executive Vice Presmpent, Western Forest 
INDUSTRIES ASSOCIATION 


Western Forest Industries Association is an organization of independent log- 
gers, sawmill operators, remanufacturers and distributors of lumber in the 
Western States. With few exceptions its member operations employ fewer than 
100) persons—some as few as 10—hence they are definitely in the category of 
small business. 


SMALL BUSINESS IS IMPORTANT IN THE LUMBER INDUSTRY 


The latest information available from the United States Department of Com- 
merce shows that the vast majority of operations in the lumber industry are 
small to medium in size. Only a few sawmills produce as much as 50 million 
board feet annually. In the November 1949 lumber issue of the Business Infor- 
mation Service the Department of Commerce reports that small- and medium-size 
mills represent almost 98 percent of the total number and produce more than 
half the total annual cut. In the Western States (Oregon, Washington, Califor- 
nia, Nevada, Idaho, Montana, Arizona, Colorado, New Mexico, Utah, and Wyo- 
ming) over 90 percent of the sawmills produce less than 10 million board feet 
each yet their combined production is more than one-third the total. 

Two-thirds the mature merchantable timber in the Western States is pub- 
licly owned or managed, most of it by Federal agencies. With very few excep- 
tions none of the concerns engaged in logging or manufacturing of forest prod- 
ucts can operate continuously on a sustained-yield basis without purchasing logs 
or standing timber from public forests managed by various Federal agencies. 
The practices and policies of the latter sometimes discriminate against the small 
operators and should be changed. 
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INTERIOR DEPARTMENT POLICIES QUESTIONED 


Two bureaus of the United States Department of the Interior manage con- 
siderable forest land. These are the Bureau of Indian Affairs and the Bureau 
of Land Management. Recently the Bureau of Indian Affairs made its biggest 
sale on record to Rayonier, Inc., which operates mills in Hoquiam, Port Angeles, 
and Shelton, Wash. 

This sale involved some 614 million board feet of timber on the Quinault 
Indian Reservation in western Washington. The company, which was the only 
bidder, paid $6,473,000 which was the minimum value set by the Bureau. In 
other sales by the United States Forest Service in the same general area of the 
Olympic Peninsula timber sold under competitive conditions brought much higher 
prices. The Indian sale was open to competition theoretically but not practically 
because terms of the sale required a down payment within 30 days of more than 
$1,250,000, and practically no operators in the area could raise that much money. 

Not only are such large sales discriminatory against the small operators but 
they are not in the best interests of the Indian owners. Records of the Federal 
forest agencies show that where terms and conditions of sale are such that maxi- 
mum competition is invited the price received from timber sales averages about 
50 percent more than the appraised value. On this basis the Indians might have 
received at least $3,000,000 more for their timber had it been sold in blocks small 
enough to be handled by the average operator. The public has recently expressed 
concern over fraudulent transactions in the sale of certain Indian timber in 
southwestern Oregon. While there appears to be nothing irregular about the 
large sale referred to here the amounts involved are so many times greater that 
something should be done. We urge this committee to investigate this and other 
large sales and recommend a change in the policies of the Bureau of Indian Affairs 
so as to eliminate this discrimination against small business units in the lumber 
industry and at the same time to take better care of the interests of its wards. 

The Bureau of Land Management, Department of the Interior, manages about 
21% million acres of Oregon and California revested grant lands in western Oregon. 
This is some of the most valuable timberland in the Nation. Because the Federal 
land is checker-boarded with private lands access presents a problem. A few 
years azo when private owners controlled the only roads leading to these O. and 
C. lands sales of timber therefrom went to single bidders in 8 out of 10 cases. 
In 1950 the Secretary imposed new right-of-way regulations requiring a private 
owner seeking rights-of-way across these Federal lands to permit use of his 
portion of the road over which Government timber must move to the nearest public 
highway. The road owner, of course, is permitted to charge a reasonable use fee. 
The result of these regulations was immediately evident. Small operators may 
now compete for this O. and C. timber on more nearly equal terms with the 
large landowners and there are now competitive bids on most offerings. This has 
resuited in greatly increased revenue to the Federal Government and to the 
land-grant counties involved. 

These new right-of-way regulations were bitterly opposed by some of the 
larger operators who are still refusing to negotiate long-term reciprocal road use 
agreements with the Bureau and are urging relaxation of present terms. Both 
the regional administrator and the regional attorney who helped develop the 
new road regulations have transferred to other agencies. Now it is proposed 
to modify the regulations so as to permit the Bureau to grant and accept short- 
term road rights even though it has been determined that long-term rights are 
needed by the United States. We believe that a policy of granting short-term 
rights may indicate an intention on the part of the Bureau to return to the old 
ways of doing business under which the small operators were badly discriminated 
against. 


FOREST SERVICE METHODS SOMETIMES DISCRIMINATE 


The Forest Service, United States Department of Agriculture, manages more 
forest land in the Western States than any other agency. Its policies are im- 
portant to small business as well as large. Some of these are distinctly favorable 
to large operators and work hardship on small business. Like the Bureau of 
Indian Affairs mentioned above, the Forest Service frequently sells public timber 
in such large units that the smaller operators are prevented from bidding. For 
instance this spring 142 million feet of timber in the Willamette National Forest 
in Oregon were offered in a single sale, obviously designed for the benefit of the 
sole bidder, the Hines Lumber Co., who paid only the appraised value, $2,442,800. 
This was at the rate of $18.35 per thousand feet for Douglas fir, the principal 
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species. During the same month Douglas fir timber from the same forest sold in 
smaller lots which invited competition brought as much as $27 per thousand feet. 
This difference applied to the volume involved in the Hines sale would amount to 
more than $1,000,000. 

Sven worse than the large sales made by the Forest Service are the so-called 
cooperative agreements under which they propose to give certain large owners 
of private forest land exclusive right for as long as 100 years to buy vast areas 
of public timber at appraised value. Presently the Forest Service is negotiating 
with Pope & Talbot, Inc., such an agreement which would eliminate all compe- 
tition in the sale of about 5% billion feet of public timber on 160,000 acres of 
national forest land in the Oakridge, Oreg., area. Such monopoly of public tim- 
ber is obviously discriminatory against the small operators in the region and 
would also reduce by millions of dollars the income of the Federal Government 
from the sale of the timber. 


WAGE REGULATIONS HURT SMALL OPERATORS 


Small business in the western lumber industry finds that the policies of the 
Wage Stabilization Board create difficulties. The difficulties arise principally 
from the fact that employees of the small operators are mostly nonunion while 
those of the large operators have been organized. Last year the Thirteenth Re- 
gional Wage Stabilization Board approved a petition of the unions and of cer- 
tain groups of employers to permit the latter to raise wages as much as 12% 
cents per hour. Operators without union contracts who wished to meet the new 
wage rates—and they had to meet them or lose their workers—were required 
to file individual petitions with the Board and this involved considerable statis- 
tical work and delay. In some instances small operators were not permitted to 
make the increases because they could not show a pattern of having followed 
wage increases negotiated by the unions over the past several years. 

There is no apparent effort on the part of the Wage Stabilization Board to 
work a hardship on small operators as such but the bad effect results from their 
policies. It would be more logical to permit all operators in a region to adjust 
empensation rates to the same maximum for the same work approved by the 
Board for any operator or group of operators in the area. 

The lumber and forest products industry is essential to the economy of the 
Nation at all times. If its capacity to produce is to remain unimpaired and if 
small business in the industry is not to be discriminated against there are cer- 
tain changes in policy which should be made by Federal agencies. We recom- 
mend : 

(1) Adequate public notice of intended sale of federally managed timber and 
award of sale to the highest acceptable bidder. 

(2) Sale of public timber in units of a size acceptable to the small as well 
as the large operators. 

(8) Construction of public-financed access roads into Federal timber so that 
the latter need not be offered in large blocks in order to finance road construction 
by the purchaser in advance of cutting. Cost of these roads should be included 
in appraisal of the timber before sale. 

(4) A policy of making no sales of public timber unless it is equally accessible 
to all prospective purchasers in the area and of requiring all persons requesting 
right-of-way across Federal lands to grant reciprocal rights to road use when 
it is determined that these are needed by the Federal Government to properly 
manage its forests. 

(5) Elimination of Wage Stabilization regulations in the lumber industry or 
simplification of the method of granting permission to adjust compensation so 
that historic wage relationships may be maintained and that all operations, 
regardless of size, have the same privileges and responsibilities. 

(6) Congressional investigation of the policies and practices of all Federal 
forest agencies to make certain that small business is not being discriminated 
against. 

Mr. Datmas. Any questions, Congressman Mitchell? 

Mr. Mrircneti. No questions. 

Mr. Daumas. Mr. Riley? 

Mr. Ritey. No questions. 

Mr. Datmas. Well, thank you very much, Mr. Titus. We will take 
these matters up when we get back and see what they have to say 
about it, and let you know. 
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Mr. Trrvs. Thank you. 
if Be yp Onna) 
r. Datmas. Give your name and ition to th 
Burchill, plese. y and position e reporter, Mr. 


STATEMENT OF ARTHUR W. BURCHILL, MANAGER, EMPLOYMENT 
SECURITY DEPARTMENT; EXECUTIVE SECRETARY, WASHING- 
TON STATE INDUSTRY UTILIZATION COMMITTEE 


Mr. Burcu. My name is Arthur W. Burchill, manager of the 
employment security department, and executive secretary of the Wash- 
ington State Industry Utilization Committee, of which Mr. West and 
Mr. Toly are members. 

This morning some mention was made of the plant facilities sur- 
a ‘rpg was given as a responsibility by the act of Congress to the 

For reasons already explained, the staff of the SDPA being inade- 
quate to do the leg work in conducting such a survey, the pers ment 
security department entered into an agreement with the Small De- 
fense Plants Administration to do that leg work. 

The survey is currently under way. It is about one-fifth completed 
in the city of Tacoma, the reason for that being that about 2 weeks or 
perhaps 3 weeks ago now the Tacoma area became considered as a 
surplus labor area under Defense Manpower Policy No. 4. 

ow, as of this date it is not an actuality, and it is my understanding 
that today, perhaps this afternoon, the Surplus Manpower Committee 
in Washington, D. C. was to further consider Tacoma as a No. 4 
area. 
I offer for the record, if you desire it, the procedure under which 
the survey will be conducted by the Employment Security Depart- 


ment. ] 
(The document referred to is as follows :) 
Strate or WASHINGTON, 


EMPLOYMENT Security DEPARTMENT, 
Seattle, Wash., June 10, 1952. 


ES MEMORANDUM NO. 179 


Subject: Plant facility survey (bidders mailing-list application). 

The purpose of this memorandum is to provide your office with the necessary 
instructions for completing a plant-facility survey. 

The immediate purpose of this survey is to assist small business in the State 
of Washington to obtain a greater and fairer share of defense mobilization 
contracts. The need for this survey has been endorsed by the Washington State 
Industry Utilization Committee. 

This agency, acting upon the endorsement of the Washington State Industry 
Utilization Committee, is performing the survey in cooperation with and at 
the request of the Small Defense Plants Administration. 

It should be recognized at the outset that the Director of the Office of Defense 
Mobilization, Mr. Charles EB. Wilson, in his fifth quarterly report to the President, 
indicated that the defensé-mobilization program will be in operation until the 
end of 1955. International tensions could continue the defense-mobilization 
program for an indefinite period beyond 1955. 

The manner in which this form will be used must be understood by your 
employer contact representative when making his initial contact with the em- 
ployer. : 

1. The plant-facility survey form, or the bidders’ mailing-list application, as 
it is designated on Form 558 and 558-1, will be brought to the attention of 
specific procurement representatives by Small Defense Plants Administration 
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tatives in every instance where the employer is qualified and desirous 

of obtaining defense contracts. There are two methods whereby procurement 

representatives will be advised of the employer’s desire to obtain defense con- 

tracts: 

A. Small Defense Plants Administration representatives will be stationed 

at major procurement centers for the purpose of determining with procure- 
ment representatives : 

(1) Those contracts which should specifically be. set aside for filling 
by small business. 

(2) When this determination is made, the Small Defense Plants 
Administration representatives on the basis of the plant-facility survey 
record form (bidders’ mailing-list application) will advise the procure- 
ment representative of the existing facilities in your area and ask 
that your qualified employers be placed on this specific procurement 
representatives bid list. 

B. On a regional basis, the Small Defense Plants Administration will 
advise procurement representatives within this region (Alaska, Idaho, 
Washington, and Oregon) of your employer’s desire to be placed on a 
specific bid list. 

In connection with the activity of Small Defense Plants Administration 
representatives in informing procurement agencies of employers desiring to be 
placed on bid lists, note the use of the term “qualified employer.” It should 
be clearly understood that the Forms 558 and 558-1 will be used by both Small 
Defense Plants Administration and the procurement agencies to determine an 
employer’s qualification to perform defense work. If an employer is interested 
in having his firm brought to the attention of procurement agencies it is, there- 
fore, decidedly to his own advantage to have the forms specific and complete. 
Incomplete or missing data may cause his firm to be passed over when invitations 
to bid are being sent out. 

2. If an employer is not desirous of obtaining defense contracts at this time, 
the completion of the Forms 558 and 558-1 will have a long-range value. 

A. The information contained in the individual 558 and 558-1 forms will 
provide a basis for identifying the potential of establishing new Washington 
State industries for additional processing of Washington State produced 
items. 

B. If the employer so desires he may provide a copy of the survey forms 
to the chamber so that they may have a basis for answering local, State, 
and out-of-State inquiries relative to the production facilities of the 
community. 

©. Bach form will provide a record of civilian production items pro- 
duced in each area and will be the basis for supplying information to 
other companies of the availability of prime or subcontractors to supply 
the specific civilian items desired. 

D. The completed survey forms will also provide a basis for a compila- 
tion of the State’s production facilities and capacities to be provided to all 
subdivisions of State and local government, and more particularly State, 
county, city, port districts, school districts, etc., purchasing agents. 

E. The survey will enable each community in the State as a whole to 
have a complete record of the production potential in the event of extreme 
emergency. 

To facilitate the conduction of the survey, attachment No. 1 is a letter from 
the Small Defense Plants Administration which will be forwarded to your local 
chamber of commerce by the Small Defense Plants Administration to solicit 
the chamber’s cooperation in publicizing the survey. 

Attachment No. 2 is a suggested letter to be sent by the local chambers of 
commerce to their membership. Arrangements to send this letter must be com- 
pleted by you with your local chamber of commerce. In the light of the fact 
that your chamber of commerce will soon receive attachment No. 1, you should 
contaet your local chamber of commerce officials immediately and determine the 
extent of their interest. 


INSTRUCTIONS FOR COMPLETING 558 AND 558-1 


1. Forms 558 and 558-1 are to be completed for every employing establishment 
engaged in manufacturing and/or processing. With respect to the minimum 
size of the employer to be contacted, you will not contact employers with less 
than five employees unless an employer who has less than five employees makes a 
specific request to be covered in the survey or is in some type of defense pro- 








9980  #$SMALL BUSINESS AND THE NATIONAL EMERGENCY 


duction now. With respect to maximum size, there is no limitation as to the 
number of employees so long as the plant or plants represent the companies’ 
sole operation. In other words, you will eliminate companies that have opera- 
tions other than in the State of Washington and are national corporations such as 
Weyerhaeuser Timber Co., Continental Can, American Can, American Smelting 
& Refining Co., Aluminum Co. of America, Reynolds Metals, Kaiser Co., Todds 
Dry Docks, ete. 

Local offices are to give priority in first surveying employers of eight or more 
who are engaged in metal fabricating, shipbuilding, foundries, forging shops, 
electrical equipment manufacturing, machine shops and wood processors (furni- 
ture manufacturing, sash and door manufacturers, etc.) 

2. An initial supply of forms 558 and 558-1 will be forwarded by Small De- 
fense Plants Administration within 48 hours to local offices. After the receipt 
of this memorandum if additional forms are required, please request them from 
A. W. Burchill, 621 Ranke Building. 

3. The forms will be completed in six copies and are to be typed. For any item 
which cannot be answered in the space provided on the form, please continue 
the information on a piece of attached bond identifying each item for which sup- 
plemental information is submitted. 

One copy of the form is to be filed in your employer contact folder. This 
survey is not a one-time action project but is one which requires continuous action 
on the part of local offices in supplementing the original survey report by making 
the necessary additions or deletions to the original survey report form in the 
course of the local office required employer contract program. 

To assure the maintenance of the survey form as a current document, your copy 
of the survey form is to be filed in the employer contact folder. 

Three copies are to be forwarded to A. W. Burchill, at 621 Ranke Building, and 
two of the three copies must have the employer's signature. One copy is to be 
retained by the employer and the sixth and last copy is to be forwarded by the 
employer to the local chamber of commerce if the employer so desires. 

4. As indicated in No. 2 above, only two copies need the employer's signature. 
These two signed copies will be forwarded by this office to the Small. Defense 
Plants Administration. 

5. We would like to call to your attention some specific numbered items on 
Forms 558 and 558-1. 

A. In completing item 7 on Form 588, please include the State in which the 
employer is incorporated, if you have checked item 6 as a corporation. 

B. On Form 558-1, with respect to the item “Submit with report one copy 
of each of the two most recent financial statements, including operating state- 
ments,” do not press for a financial or operating statement if the employer 
appears to be unwilling to submit one. However, it should be impressed upon 
the employer that the financial and operating statement will be a determin- 
ing factor at the time the firm is selected for bid listing with procurement 
agencies. The employer should also be aware that in most instances if he 
receives an invitation to bid after he has been placed on a bidders’ mailing 
list, he will have to submit a financial statement at the time he submits his 
bid form or subsequent to the bid. 

C. Item 7 on Form 558-1 must also include the statement as to the 
tolerances to which machines can work as well as the age and normal pro- 
duction capacity of the machine when the information is pertinent. 

6. At the same time that Forms 558 and 558-1 are completed, an employment 
stabilization division project report, SF 8134, will also be completed. (See at- 
tached sample of representative SF 8134.) 

As a guide and to supplement the instructions contained in this memorandum, 
you will find attached completed 558 and 558-1 forms covering several industries 
which can be referred to as a guide by ERR’s. 

It is suggested that local office managers delegate the responsibilities of im- 
mediate supervision of this survey to the person in charge of employment service 
program. The suggestion is made as it is possible that the Administrative Office 
may wish to hold area meetings to discuss problem areas which have not been 
anticipated by this memorandum of instructions. 

Communications regarding this release should be directed to A. W. Burchill. 


A, F. Harpy, 
Assistant Commissioner (BS8). 
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LerTer TO CHAMBER OF COMMERCE OrFiIces From SMALL DEFENSE PLANTS 
ADMINISTRATION 


The Small Defense Plants Administration was created by unanimous action 
of Congress with the expressed intent that small business be encouraged to make 
the greatest possible contribution to the defense program. The principal func- 
tions of SDPA are to see that: (1) Small business gets its fair share of defense 
contracts, (2) it receives a fair share of critical materials, and (3) it gets the 
financial assistance to participate effectively in defense activities. 

In order to determine to what extent a small firm is capable of and can be 
aided in participating in contract procurement, SDPA has prepared a facility 
record report which will list the tools, machinery, building’s storage space and 
shipping facilities, etc., of every small firm in the United States. Through this 
report the abilities of small firms will be brought to the attention of procure- 
ment centers and those firms desiring defense contracts will be placed on proper 
bid lists. 

The preparation of this facilities report is of such prime importance that our 
office has arr@uged with the Washingten State Employment Security Depart- 
ment who have offices in 26 cities of the State to contact the various firms in each 
area and personally assist the small-business man in preparing this report. 

Your local office manager of the Washington State Employment Security De- 
partment will call on you in the next day or so, requesting that the chamber of 
commerce assist in any way possible in publicizing the importance of this first 
step toward obtaining defense contracts or subcontracts by small business. 

If at any time the SDPA can be of assistance to the chamber of commerce, its 
members, and others in your city, please feel free to call on us. 


Svecestep Letrer To Be Sent py Locat CHAMBER OF COMMERCE TO A SELEcT List 
or THEIR MEMBERSHIP 


The purpose of this letter is to advise you of a plant facility survey which 
will be made in the near future by representatives of your local Washington 
State Employment Security Department (Washington State Employment 
Service). 

The immediate purpose of this survey is to assist small businesses in the State 
of Washington to obtain a greater and fairer share of defense mobilization con- 
tracts. The need for this survey has been endorsed by the Washington State 
Industry Utilization Committee and is being performed at the request of the 
Small Defense Plants Administration by the Washington State Employment 
Security Department. We are cooperating: 

1. In accomplishing the immediate purpose of the survey, the Small Defense 
Plants Administration will have available a facility record report which will list 
your tools, machinery, building storage space, shipping facilities, etc. This 
information will be brought to the attention of all procurement centers if your 
firm is desirous of being placed on the proper bid lists for the purpose of obtaining 
defense contracts. 

2. If your firm is not desirous of obtaining defense contracts at this time, the 
completion of a facility record report will have additional value beyond the imme- 
diate purpose of facilitating defense contracts for small business. 

These advantages are: 

(4) Having available your plant facility record for manufacturers of civilian 
production items who are looking for prime or subcontractors to produce a specific 
item, 

(b) Providing a listing of your products, facilities, and production capacities 
to all subdivisions of State and local government—State, county, city, port 
districts, school districts, etc., purchasing agents. 

(c) If you desire, you may forward a copy of the completed survey forms to 
us So that we may answer local, State, and out-of-State inquiries relative to your 
production facility. 

(@) Your facility record will enable this community to have a complete record 
of our production potential in the event of all-out mobilization. 


86267—52—pt. 410 
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EMPLOYMENT STABILIZATION Division Prosgect Report 
Ind. Codes: 2431 


Firm or individual: J. B. Wilson Co. 

Address: 187 Keystone Place, Agnew, Wash. 

Person contacted: Mr. Earl McVey, Sr. Title: President. 

Date: June 23, 1952. Contact made by: Roy Benson. Local office: Imperial. 


Problem or purpose: Visit was made to this employer to secure his under- 
standing and cooperation in the preparation of the DD Forms 558 and 558-1 
for the SDPA-ES survey. 

Action taken: Mr. MeVey was very hostile toward any more surveys and the 
whole “New Deal program and all the other crackpot schemes apparently 
designed to build up a big bureaucracy which fattens on the taxes of the hard- 
working citizenry. It won’t be long now,” he said, “until the businessmen will 
either be broke with all this regulation or the Government will take us over.” 
He did not think this was an ES responsibility anyway and he wished to know 
what authority the Governor has to allow us to embark on such a project without 
enactment by the legislature. After the purpose of the project was explained 
to him and he was shown how the various agencies were merely trying a scheme 
to help small-business men like him to keep their working forces active, he 
became very cooperative and made out the survey forms with the assistance 
of this ES staff member. His only remaining objection was that someone other 
than his clerical force make out the completed copies. 

Result : Complete forms are being made up in this office and will be promptly 
mailed to A. W. Burchill for final disposition as soon as approved and signed 
by Mr. McVey. 

Recommendations for future action: That I be furnished with information 
as to references for locating the basic Senate and legislative acts outlining 
the responsibilities and scope of this agency under the law, so that I will be 
better informed in future when anyone such as Mr. McVey questions our actions. 





EMPLOYMENT STABILIZATION Division Progect Report 


Ind. Codes: 3599 


Firm or individual: Equipment Engineering Co. 

Address: 301 Morton Street, Crystal Falls, Wash. 

Person contacted: Mr. K. C, Easton. Title: Office manager. 

Date: June 30, 1952. Contact made by W. L. Smith. Local office: Crystal Falls. 


Problem or purpose: To get this company to make out Bidder’s Mailing List 
Application DD 558 and DD 558-1. 

Action taken: The purpose of this project was explained to Mr. Easton and 
while the discussion was going on Mr. Larson, the plant superintendent, came 
into the office and took part in the conversation. They were informed of the 
cooperative plan by Government agencies to make maximum use of this survey 
to get business for the small-business man. 

Although Mr. Easton expressed himself as doubtful of. the value of such a 
survey at first, he considered it may have possibilities and agreed to give his 
full cooperation. 

With Mr. Larson helping, and guided by this ES staff member, the forms 
were prepared and inventory of tools, machinery, and other equipment made up. 

Result: Complete copies of the DD forms were typed in the local office and 
after approval and signing by Mr. Easton all data involved was mailed to A. W. 
Burchill as instructions provided for. 

Recommendations for future action: None. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 2983 


EMPLOYMENT STABILIZATION Division Progect Report 
Ind. Codes: 3361 


Firm or individual: General Foundry Corp. 

Address : 133 West Commercial Street, Centerville, Wash. 

Person contacted: J. B. MacDonald. Title: Vice president. 

Date: June 18, 1952. Contact made by: W. R. Nichols. Local office: Centerville. 

Problem or purpose: To obtain manufacturer’s cooperation in supplying the 
information required for Bidder’s Mailing List Application Forms DD 558 and 
DD 558-I. 

Action taken: Purpose of the survey was explained to Mr. MacDonald and 
forms were run over in his presence so that he would understand how to make 
proper entries. He completed a working copy during the discussion. 

Result: Mr. MacDonald objected to complying with our request for the infor- 
mation at first because he supposed that this was just another of several surveys 
he has been subjected to by various agencies and without any apparent net results 
to him. He also stated that his plant can turn out three times as much product 
as at present if he could get the business, and that the present level of employ- 
ment at his plant is the lowest in several years. He is interested in Govern- 
ment work at the present time although he considers such orders merely stopgap 
to keep his force working until such time as he can secure sufficient business 
in his usual civilian-type production. When the details of this effort were ex- 
plained to him as an attempt to so assist him in that way (together with other 
purposes of the survey) he readily furnished the information desired. 

The information he gave, together with the finished copies of the survey 
forms completed at his plant will be typed in this office and returned to him 
for verification, signature, and attachment of the financial statement, etc. 

Recommendations for future action: None at this time. 

Mr. Burcum. The procedure that was written on July 10 was 
distributed to local offices on that day and reached them in the mail 
either on the 1ith, or perhaps in some of the more distant offices, 
they did not receive it until this morning. All offices by the end 
of this week at the latest and perhaps by the middle of this week 
will have started to engage in the survey. 

The idea of the survey was approved by the Washington State In- 

dustry Utilization Committee on the basis that it would help the 
committee to attain its two goals, namely, first, to help small business 
in he present defense mobilization period to obtain a greater and 
fairer share of the defense-mobilization contracts; and, two, to pro- 
vide a basis for enabling the committee to plan a type of economy for 
the State of Washington which would not be based upon Federal 
pump priming; that when we get through with this period of defense 
mobilization we will not be relegated to a point of having an industry 
or a type of industry which is practically dead for all purposes from 
the standpoint of any future industrial development or expansion in 
the State of Washington. 
_ To give you some idea as to the amount of work which is involved 
in the survey, I have brought three examples. I cannot give them 
to you, but I can show them to you so that you can see the physical 
size, the amount of work which is done, which is needed to done 
in completing the survey. 
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This example [indicating]—you see the thickness of it. This is 
an example of one of the most difficult tasks; this [indicating] is an 
example of the medium-size task; and this findicating], in the last 
instance, is the less difficult. 

These surveys contain the information Mr. Toly spoke about with 
respect to equipment; the tolerance of the machines which the equip- 
ment — work, as well as the manpower which operates those machines 
can work. 

In one particular instance—here are the pictures of the machinery 
of a particular plant [indicating]. The same thing is true of this one 
here, pictures of their machinery and equipment Tindicating]. 

In addition, the survey indicates the type of war contracts which 
were performed by these companies during the war period, between 
the period of 1941 and 1945, and indicates the civilian products which 
they are capable of producing. It indicates their present level of 
employment and it indicates their potential from the standpoint of 
expansion. 

t has often been contended that in the Pacific Northwest there is 
very little potential with respect to industrial production or expan- 
sion. However, we are one-fifth or between one-fifth and one-fourth 
of the way through our Tacoma survey and we have found that there 
were 140 establishments, small-business establishments, in the city 
of Tacoma who were both anxious and willing to obtain war con- 
tracts. 

It is my firm belief that perhaps when that 140 has been screened 
through, that the number which are actually qualified and capable of 
verforming on prime defense contracts will be considerably smaller. 

here are some, I think, who perhaps will disagree with me. My 
estimate is one-third. I think a lot of estimates are much lower than 
that. Mine is probably the most optimistic estimate of all. 

I think it is true that these small-business people are interested first 
in subcontracts. I have often heard that that is where the gravy lies. 
However, we must get prime contracts in this area before we can get 
an opportunity for some of the smaller of these small businesses to 
have an opportunity to obtain subcontracts, 

And now, although I do not like to take up the time of the commit- 
tee, I would like to reexamine or answer some questions which I feel 
were not entirely answered this morning. 

With respect to lead time, it is apparent on the basis of our con- 
tracts with employers that there has been generally an insufficient 
amount of lead time for small businesses in this area. 

The most recent example which I can give you is the case of pallet 
boards for the Army Quartermaster Corps, which was received by the 
General Depot on June 27 with an opening date of July 5, and if you 
will examine the dates you will notice there is a long week end and the 
Fourth of July holiday in there. 

Mr. Mrircne.u. Is that the one which the Auburn office was 
handling? 

Mr. Burcuiiy. Yes. 

I don’t believe that generally the local procurement representatives 
in this area are to blame for that short lead time. I beliege it lies 
either in Washington or some point in between Washington, D. C., 
and the State of Washington. 
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I.would like to amplify with respect to shipbuilding, the potential 
of this area, small shipbuilding, particularly wooden construction. 

There was a question asked as to whether any company had received 
a shipbuilding contract which had no shipbuilding facilities; that is, 
if there was any number of such contracts. 

New, I am not aware whether a Portland company, namely, the 
American Tank & Pipe Co., has ever built ships before. I under- 
stand, however, from other people in the shipbuilding industry that 
they have not. 

They were recently awarded a contract, part of the same one in 
which Higgins is involved, for 99 LCN’s, whereas Birchfield Boiler 
in Tacoma, which had a lot of equipment in World War II for ship- 
building and who was also a builder on that contract, but not the low 
bidder as far as we can find out, was surveyed by the Navy or perhaps 
more correctly by the Bureau of Ships. Is that right? 

Commander Heary. Surveyed by the Bureau of Ships. 

Mr. Burcu. At the time these negotiations were going on Birch- 
field was asked to bid on 50 of these ships but subsequently they were 
asked to raise their bid to 99, which they did; but at the same time they 
asked for, if it was possible, for the 99 to be split so that they could do 
part of them and someone else could do another portion of them. 

In that same contract a third shipbuilder, namely, the Olson Ship- 
building Co., of Chicago, Ill., received a contract for 10. 

The thing that irks Birchfield Boiler, and I am only giving you 
their statements—I have not personally checked as to the authenticity 
of them but I presume it is true—it was asked by someone in the Navy 
what type of equipment they needed. 

They told the Navy they needed a certain piece of equipment. The 
Navy rechecked and said, “Are you sure this is the equipment which 
you need ¢” 

Birchfield Boiler answered in the affirmative and the Navy repre- 
sentative said, “The reason we want to know this is that in the future 
we may be expecting you to build something and we want to stockpile 
the material so you will have it available when we call on you.” 

The whole point of this particular story is simply this: Birchfield 
Boiler, either rightly or wrongly, felt encouraged with respect to this 
particular contract with that type of an approach. 

Another question which is often raised by contractors, manufac- 
turers, small-business people in this area, is the points of delivery 
of materials. The Harmon Manufacturing Co—F. S. Harmon, of 
Tacoma—was the second low bidder on portable shelters. The low 
bidder was a manufacturer whose name I cannot recall at the moment ; 
but the Whitney Co., at Leonidas, was the low bidder, but went bank- 
rupt before they could actually produce a portable shelter, leaving, 
as far as we know to date, F. S. Harmon as the low bidder, with a 
possibility of them getting the contract. 

But these portable shelters which have been manufactured suc- 
cessfully by F. S. Harmon for the Government before are all shipped 
to Texas, and to the best of their knowledge, they are reshipped to 
the Auburn general depot in this State. 

The question which has been raised by the F. S. Harmon Co.—well, 
there are two questions. One, why the necessity for the transship- 
ment; and, two, if they could deliver directly to Auburn general 
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depot they could give a more competitive bid and save the Govern- 
ment some money by the delivery to Auburn, which is 13 miles from 
Tacoma as compared, I suppose, to 1,300 or 1,800 or 2,000 miles to 
Texas. 

There are many other things which I could tell this committee 
ahout, but it is now after 5 o’clock, and I think perhaps that I should 
stop. 

Mr. Datmas. You may proceed, as far as we are concerned, to give 
your whole story. We would like to have it. It has been very 
interesting so far. 

Mr. Bourcuiti. Well, I would like to make one more statement. 

I think that perhaps all of us bureancrats—let me change the word, 
because that is a harsh word, I should never call myself that. 
[Laughter.] All of us employees of Government, both military and 
civilian, I know, have tried but I don’t think we have done the job, 
but I think we should try once again to impress on small business 
that they should be more interested in a $10,000 contract and a $50,000 
contract, maybe upward to $100,000 contract, and inform them to 
forget about these million-dollar babies. Serene, eet 

And perhaps one other thing. Most employees of civilian and mili- 
tary agencies, and I don’t know who is at fault, do not do enough 
to convince small businesses that they have to do a little more for 
themselves. I think that too often when a representative of Govern- 
ment appears he expects, the small individual businessman expects, 
to be led by the hand to the fountain where he will get the contract. 
= just doesn’t work that way. There has to be some initiative on 

is own. 

With respect to many other problems, Mr. Dalmas, I have been 
and will continue to call them to the attention of Mr. Willard’s office, 
to the attention of the AFRC, to the attention of the various pro- 
curement agencies which are represented on the Armed Forces Re- 
gional Council. 

And I think—and I am just thinking out loud for myself at the 
moment—we would like to have an opportunity to work those out, 
namely, the problems that we have now, and if we cannot work them 
out within 6 months, for your committee to come back and help us 
finish the job. 

Mr. Daumas. Thank you very much, Mr. Burchill. 

Congressman Mitchell, any questions ¢ 

Mr. Mircne.y. No questions. 

Commander Hearty. Mr. Chairman, I would like to add to my state- 
ment of a moment ago. When I said it was the Bureau of Ships, our 
office did not conduct that survey, but they are the only other nava! 
activity here and I was presuming. I don’t see any of them here to 
refer to. 

Mr. Burcuity. I might add one other statement. It is my under- 
standing that the States of Idaho and Oregon will adopt this pro- 
cedure bere [indicating document] which I drew up last week in 
total, in their operation and conducting of the surveys in the States 
of Idaho and Oregon. 

Mr. Datmas. May I have a copy of that? 

Mr. Burcuit.. I submitted one, and you may have this one also. 

Mr. Datmas. We need only one. 
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Mr. Burcuiz. I don’t have any blank forms, I am sorry ; these are 
all a ee [indicating }. 

Mr. Damas. Is that survey being done in cooperation with the 
Small Defense Plants Administration ? 

Mr. Burcuiy. That is correct. 

Mr. Datmas. Thank you very much, Mr. Burchill. (See pp. 3009- 
3019 for report by Bureau of Ships.) 

Is Mr. Wetherall here? 

(No response. ) 

Mr. Davmas. Mr. R. H. Allen? Come forward, please, and sit 
down here and give your name and address and business connection 
to the reporter. 


STATEMENT OF R. H. ALLEN, THE HEAT EXCHANGER CO., 
SEATTLE, WASH. 


Mr. Auten. My name is R. H. Allen and my company is the Heat 
Exchanger Co. 

I have made documentary reports on this and the proof of all of this 
is mainly in the form of letters, and I would like to request a meeting 
with the committee to go over it because it would take some time to go 
over this. Itisall originals. I don’t have copies. 

Mr. Datmas. Will you explain the problem briefly? 

Mr. Atren. Yes. I would like to explain it briefly to everybody 
because there are others concerned. 

We are not asking for help. We are not asking for contracts. We 
are not asking for money. We are not asking for materials or equip- 
ment or anything else. 

We bid on what is called coolant heating system. In Admiral Wal- 
len’s words, that is a boiler that heats a ship, furnishes hot water, 
and also keeps the engines warm when they are in a stand-by condi- 
tion or, in layman’s words, when they are not in use. 

The yards here, five of the small yards were bidding on the 45-foot 
picket boat and due to the fact that we, during the last war, did a 
tremendous amount of small-boat heating for these yards, we were 
asked for them. 

Now, the words “coolant heating” were new and the yards did not 
know what it was all about. We inspected the lay-out and found it 
called for a coolant heater made by a company in the East, or equal. 

Now, we had made coolant heating systems in 1942 and after that 
over a period of years on Navy and Coast Guard boats, so we knew 
what it was about. 

After we had bid to the yards, we were informed we were about 
$800 a boat low and that we were giving more equipment by nearly 
$100 than our competitors. 

Captain Henning’s office heard of it and through them we were 
given the names of all the yards in the country that were bidding, 
and we submitted bids to all of them. The contracts were let to yards 
throughout the country and we were given the names of those yards 
and contacted them. We received letters and replies from a number 
of them asking us to quote them on an f. o. b. price at the yard. 

In the meanwhile we had received a reduction on price on some of 
the equipment. So, we quoted the same price originally quoted, f. o. b. 
the yard, we quoted the same price. 
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We received a contract from Blanchard Boat Co. to supply and 
install it. Within about 3 days Blanchard was informed by our com- 
petitors who were in the East that they were rewriting the specifica- 
tions on coolant heaters for.the Bureau of Ships. e also received 
letters from other yards stating the same thing. 

About 3 days later our competitors informed the yards of what the 
new price would be and what'the number of the specifieations was that 
would apply to it. 

Blanchard contacted us. We were in contact with the Navy and 
nobody in Naval Inspection or Naval Industrial Defense had these 
specs or knew anything about it. 

They were finally secured, and when we inspected them it was defi- 
nitely shown it was written around our competitor’s product. 

Now, the date on which these specifications were written was only 
about 30 days after this other company had informed by letter that 
they did not even have their engineering completed and after they 
had made the statement they were not going to build any of these 
units until they received all the contracts. 

Well, we had to rebuild, too, on all of these yards because these speci- 
fications called for a lot more equipment. Even after we rebuild and 
had to add to our price, we were still approximately $600 a boat low. 

Now, these new specifications are written around a steel boiler, gal- 
vanized on the inside where water comes in contact with it. We have 
had many years of experience on board ships. We started putting in 
Navy installations 14 years ago and it has been continued and we knew 
that this galvanizing on board a ship was likely to set up an electro- 
lytic action that would take out a boiler in 6 months. We have seen 
it happen. 

Also, the specifications on the electrical end for the oil burners were 
written around this particular type of an oil burner in this equipment. 
It was not standard and it did not meet the fire underwriter’s safety 
code, and even the control people said if it did work it would be very 
dangerous. We requested that the specifications be altered. 

There was another thing that came into this. We were given the 
data on LCN-6’s and LCN-8’s, the distribution box L-type ts, all 
of which had this equipment specified. The L originally had Crane 
Co. boilers specified. There was no heating of the engines on these 
boats. 

An amendment was attached to these specifications which deleted 
entirely reference to a Crane boiler, which was 150 B. t. u. capacity 
and substituted a heater by this company in the east of 75 B. t. u., no 
other capacity, no other changes made. Every place the word “boiler” 
entered into the specifications it was taken out and the word “coolant” 
substituted. 

In other words, gentlemen, there is no such thing as a boiler on 
small ships, they are coolant heaters. 

Now, we make a copper boiler, we make the boiler according to the 
ASME code. We know from experience that the copper boiler is a 
better boiler in every way. There is no electrolytic action, the eff- 
ciency is greater, the weight much lower, the capacity much greater 
for the same size, and there is no way in which it does not meet or 
better that which is specified. 

If, according to what is intimated in letters we have received, espe- 
cially one from Admiral Wallen, no other company can make a boiler 
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for a small ship; there is only one company, then, that can supply 
boilers to the Navy, and so far there have been over 1,000 ships for 
which this one particular type of equipment has been specified. 

Now, we don't ask this entirely for ourselves because while we make 
boilers we buy the other equipment. We buy oil burners. They are 
standard, they meet all the requirements and specifications, and you 
can get parts for them anywhere. This other one, by the blueprints 
and data we have on it, is a specially made unit, the adaptation of a 
kerosene boiler to oil and therefore requires a special control. 

As I say, if only this one company can make and furnish a boiler to 
the Navy, that never made boilers before except one which the Navy 
tried out and it was not successful, which did not have their engineer- 
ing work done when the specifications were written, and if nobody 
else can furnish boilers—— 

Mr. Datmas. What is the name of that company / 

Mr. Auten. Anchor Post Co. It is the Anchor Post coolant heater, 
that is the trade name for it, and that is the name written into the 
specifications. 

Mr. Datmas. Whose oil burner is it? 

Mr. Auten. The Anchor Post Co. It is not a standard oil burner 
by any means and has to have these special controls because of the 
method of construction. 

Mr. Datmas.. Where is the Anchor Post Co. located ? 

Mr. Auten. Baltimore. Further, we have letters from the yards 
in which they make the statement very plainly that it came from the 
representative of the Anchor Post Co., that they have a pipeline into 
the Bureau of Ships, to get their stuff specified. 

Mr. Mrrcuett. Fou say you have a letter? 

Mr. Atten. I have a letter from the yard making that statement. 
I have proof of everything I am saying. 

Mr. Mrrcue tt. I think we ought ra, Ae that in the record—oh, this 
is just a statement saying Anchor Post has a pipeline, a statement not 
by them ¢ 

Mr. Atzen. That is right. It is not a statement by Anchor Post 
but a statement from a yard making that statement. 

Mr. Mircnets. When was this information about the specifications 
first called to the Navy’s attention ? 

Mr. Auten. Oh, within 2 days after—well, within 1 day after we 
received the new specification here. 

Mr. Mrreneit. When was that? 

Mr. Auten. Let me see. That was in May, I would say. 

Mr. Mrrcenety. This year? 

Mr. Atzen. Yes, this year. The original bid was put in the latter 
part of last year, in November, and then the award was made along in 
January and this all happened after that. 

It does mean that at the present time we are about $500 lower than 
our competitor, we are furnishing more equipment, we are furnishing 
copper headers and copper tanks that they do not furnish. We have 
two yards on the west coast that are still holding out and want to use 
our facilities and they bid our price and yet we cannot get any clarifi- 
cation or specification—we can make a steel boiler to meet the specifi- 
cations but we certainly do not want to sell it to the Navy, because we 
are not going to sell a piece of equipment that inside of 6 months may 
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go out and will lose them a boiler, and where we know the controls are 
not safe and may cause explosion. 

The point is, these ships are being designed for use in the North 
Pacific. I have been in the North Pacific and I know when a boiler 
goes out in subzero weather, a lot of things can happen. 

PS: tne You have contacted the Navy representatives in 
e 

Mr. Auten. Yes, I have, through the Industrial Division, Lieutenant 
Newton or Watson—which is it—Lieutenant Watson, I believe is the 
local Navy representative, supervisor of construction, and it was with 
him that we first got this. 

Mr. Datmas. Have they taken it up with the Bureau of Ships? 

Mr. Auten. Yes. There was a Navy speed letter that was written, 
in which all of these things were said, a request for clarification and 
whether we can furnish equipment according to the copper code or 
whether we can build it scmetine to the steel code. 

Mr. Rmzy. Have they ever ventured an opinion to you relative to 
the two types? 

Mr. Auten. We have sold equipment for the last 14 years—— 

Mr. Ritxey. I mean their Navy inspectors. 

Mr. Auten. We have Coast Guard approval on that equipment. 
We furnished a detailed drawing to the Navy and it was checked by 
the Navy in contrast to the specifications and it was approved, and 
it wasn’t until it was approved that the yard gave us a contract. 

Now, our equipment has been used in the Arctic, not only off of 
the Alaska coast, but we have equipment above McKenzie, and the 
RCAF in Canada used it. We made 1,000 heating installations our- 
selves during the last war and sold that many boilers on Government 
ships, and ever since. And we have letters from users of our equip- 
ment that are using them in the Arctic regions, and none of them are 
not satisfactory. 

Mr. Datmas. Up until this change in specifications, your equip- 
ment had the approval of the Bureau of Ships and passed inspection 
and was otherwise satisfactory for the Navy; is that right 

Mr. Auten. That is right. e can start and still make these boilers 
to meet these specifications but, as I say, we do not want to give them 
something we know is not going to be right. If they want a steel 
boiler, all right, we will make it, but let us forget the galvanizing, 
which will cause trouble. Let us put standard equipment in it. 

Mr. Damas. Is there a representative of the Navy here who would 
care to comment on Mr, Allen’s testimony ? 

Commander Heaty. I will speak for the Navy in that respect. I 
think somebody should get busy and clarify those specs there. The 
case is one of clarifying the specs. 

Mr. Auten. That is right; it is a case of clarification; it is.a case 
cf knowing whether we can make them or whether one company only 
is going to be allowed. 

Mr. Davmas. It is rather serious, Mr. Allen, when you think some- 
body might have a pipeline into the Bureau of Ships—— 

Mr. Auten. Well, it is nice for some people, but rather rough on us 
on the west coast. 

Mr. Datmas. We will go into that angle because we have heard 
that statement many times. But on the other hand, in justice to 
the boys who are in uniform and not in uniform who have these jobs 
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to do, on the whole I think we find that 99 percent of them are trying 
to do a good job. 

Mr. Auten. Oh, there is no question about that; don’t get me wrong. 
We have had wonderful cooperation from the navy yard and wonder- 
ful cqupensiien from the naval inspectors. 

Mr. Daumas. May I have a copy of your formal statement for the 
record ¢ 

Mr. Auten. Yes, sir. 

Mr. Damas. We will incorporate that in the record. 

(The statement referred to is as follows :) 


Tue Heat Excuancer Co., 
Seattle, Wash., July 11, 1952. 


APPEAL FOR ASSISTANCE 


Applicant: R. H. Allen, doing business as The Heat Exchanger Co., formerly Allen 
Copper Coil Manufacturing. 

To: Allen Willard, Regional Director, Small Defense Plant Administration, 
Seattle ; Representative Mike Mansfield, member of select committee, House of 
Representatives, Washington, D. C. 

GENTLEMEN : On November of 1951 we were asked by local shipyards to bid on 
the heating equipment for the 45-foot Navy picket boats. We examined the 
specifications and knew that our equipment would do all and more than was 
requested. 

We submitted our bid and were then told that were about $600 per boat lower 
than competitive bids. On this coming to the attention of the local Navy officers 
we were requested to send bids to all of the yards who were bidding. This we 
did. 

Later when Blanchard Boat Co., received their contract they gave us the order 
for this equipment for the 25 boats they had. This was done after they and 
we had received the approval of the local Navy officers in charge. 

Some days after we had received the contract we were told by Blanchard Boat 
to hold up on production as they had been informed that there was to be a change 
in the specifications. 

After a delay of about 30 days the new specifications were received. On check- 
ing them over with the boat company and Lieutenant Watson, the officer in charge 
of the work, we could meet the new specifications but to do so we would have 
to change from our own design and would have to furnish to the Navy a boiler 
(coolant heater) which we knew might fail within 6 months from electrolytic 
action. Also the manner in which the control operation was specified was not 
in accordance with national safety codes and if it did work would be dangerous. 

In conjunction with local Navy men and the Blanchard Boat Co. we asked 
for a change in the specifications to allow us to furnish a superior product used 
and proven satisfactory by the Navy over a period of years all over the world 
and especially in the Arctic regions. 

From what answers we have received it would seem that the Buships want 
to use a product made by one company only; if this is so no other person or 
company in the United States could sell to the Navy a boiler for small boats. So 
far the product of this one company have been protected by the Navy specifica- 
tions and have been specified on over a thousand boats making a total of over 
$2 million. As our equipment is cheaper this at the present means a loss to 
the Navy of about $500,000. We therefore ask that the specifications be changed 
to allow other manufacturers to enter competitive bids and supply this type of 
equipment if successful. 

Detailed data and proofs attached. 

To substantiate our request for assistance we submit the following: 

In November 1951 we were contacted by Shain Manufacturing Co., Johnson 
Manufacturing Co., Blanchard Boat Co., Bryants Marine, and Grandy Boat Co. 
to give them a quotation for furnishing and installing coolant heating systems 
in the 45-foot picket boats they were bidding on to the Navy. 

As the yards were unable to get any data on the Anchor Post coolant heater 
as specified we, using the specifications and lay-out drawings, found that it was 
a similar installation to those we had made in 1942 and later, and knowing 
that our boilers were equal to those specified, quoted on our boilers with the 
attendant material. As our boilers had been used by the Navy successfully on 
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similar work for the past 14 years there was no reason to imagine that they 
would not be accepted as equal (see attached copy of original specs on coolant 
heaters as incorporated in call for bids No. PR 519-1-—(1712) Ser. 1712-857). 

After bidding we were informed that cost, freight and all considered we were 
nearly $1,000 lower than the Anchor Post quotation. Word of this reached the 
local Navy personnel and it was suggested by them that we submit bids to al! 
of the yards interested in these boats. 

We wrote the BuShips requesting the list of yards, no answer was received 
and we were given it later by local Navy. Bids were then sent to nearly 100 
yards. On December 10 we again wrote BuShips requesting a list of the yards 
that were successful bidders. No information was received. 

Later Blanchard Boat Co. received their contracts NOBS 2981 and through 
them and the Hacker Boat Co., of Mt. Clemmens, Mich., we obtained the names 
of Fellows & Stewart, Wheeler Boat Co., and Hubert S. Johnson, with a total! 
of 168 boats. 

Letters were sent these firms confirming our prices. Replies from some of the 
yards requesting FOB yard prices caused us to send revised quotations which 
were in effect the same as to dollar amount but FOB the yards. 

About April of this year Blanchard Boat Co., was told by Anchor Post Co. 
that they could not use our equipment as it did not have BuShips approval. 
We wrote BuShips, sending data on our boilers and requested this approval. 
A reply was received very promptly stating that there was no such thing as an 
approved list of equipment and that if our equipment met the specifications, 
the local yard could purchase it for these boats. 

Acting on this the specifications and our boiler data were checked by Blanchard 
Boat Co. and Lieutenant Watson representing the Navy. Our boiler was approved 
and Blanchard Boat Co. issued us their purchase order PB 103 dated April 18, 
1952. We immediately wrote the other yards regarding their contracts offer- 
ing an additional 5 percent discount if we received them all. 

Within a few days we reeeived a call from Blanchard and a letter from Hacker 
Boat Co., both stating that they had been told by Anchor Post that they (A. P.) 
were rewriting the specifications for the Navy and not to place their orders until! 
they received the new data. 

About 30 days later Anchor Post wrote Blanchard giving the increased cost 
of equipment to meet the specifications and stated that specifications MIL-H 
17153 (ships) dated April 25, 1952, were those covering the equipment. 

Up to this time none of the yards had been given any literature or prints on the 
Anchor Post coolant heater. At the insistance of Blanchard Boat some prints 
were sent them accompanied by a letter stating that they (AP) had not com- 
pleted their engineering (see enclosures). Delivery was given as 120 days by 
them and it was intimated that this would be after they had received all of the 
contracts. 

As the Navy nor the Navy inspection did not have the new specifications a copy 
was secured by Blanchard Boat. We checked them with Lieutenant Watson and 
Blanchard and found that the specifications called for a steel boiler built to the 
ASMB boiler code. However this boiler was to be galvanized where water came 
in contact. We asked to be allowed to furnish a copper boiler built to the ASME 
Copper boiler code, knowing it to be more efficient and also knowing that 
galvanizing when connected to copper systems on board ship will set up electro- 
lytie action which could eat through the boiler in 6 months or less. 

We also asked to be allowed to furnish an oil burner with control to meet 
the National Board of Fire Underwriters Safety Code, instead of the special 
method as outlined in the specifications and which could only apply to a special 
make of oil burner. 

These requests were finally put in the form of questions in a Navy speed letter 
sent to BuShips code 519B from Commander R. P. Mitchell, under date of June 
20, 1952. To date no answer has been received. 

During the period from January to now we were informed by the Navy of other 
proposed boats that could use our equipment and they furnished us with a list of 
the bidding yards. Nearly all of the specifications on these boats called for a 
coolant heater as made by Anchor Post Co. The specifications on the 64-foot 
distribution box L type boats had originally called for a Crane Co. boiler of 
about 150,000 b. t. u. capacity but had been changed to an Anchor Post coolant 
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heater of 75,000 b. t. u. capacity. The word “boiler” was deleted throughout and 
the word “heater” substituted. 

To sum this up, if no other product but the special coolant heater as made 
by Anchor Post Co. can be used on small boats to heat engines, to heat the boat, 
or to heat water, no other boiler manufacturer will be able to sell boilers to the 
Navy. So far they are specified on over 1,000 boats. 

Letters regarding all this have been sent to Senator Magnuson and answers 
received are summed up in that from Admiral Wallin. While most of his letter 
is a summing up of the specifications there are some statements on which he 
apparently has been misinformed. These parts have been pointed out in our 
letter of reply addressed to Senator Magnuson which he has sent on to the 
Admiral for further explanation. 

Refering to Specifications MIL—H-17153, item 3.1.1 sub d, it states that those 
parts of the boiler coming in contact with flue gases must be stainless steel. How- 
ever those parts coming in contact with coolant liquids must be of mild steel 
galvanized on the water side. As flues or boiler tubes are in contact with both 
water and combustion gases, how can they be of two materials? Also if galvan- 
ized and connected to the copper system it will tend to set up an immediate electro- 
lytic action with disastrous results to the boiler. 

Our boiler is also made to meet the ASME boiler code but the copper code 
instead of the steel code. Copper has proven in over 15 years to be more efficient 
and will not set up electrolytic action when connected to copper. 

Specification 3.1.2. calls for the following: 


A SEE SER Se OO eee aS ore st UE eee eRe Re pounds__ 30 
RRS SER Saat Spe oe Se eS Se Pore er ye wea 15 
a i a a ai ean heat lien ite taecibenls <abbiataletionta B. t. u_. 75, 000 
ES AS aS Rea ne ene ENN, percent minimum—-_ 70 
I a nh aia, hs eel chllitarenetdibaiiaanitchaemnntinipiigilntibaacipiiide tipialinen 75 


EET ELS ee ae Pr Ae ee So pounds__ 150 
TE He ES ATA SE EEA AE ERE AEE 30 
REIN SE Se a ee ey See SEE Nn eee ee Te B. t. u_. 90, 000 
GEES RR TENTS SRS ES t SE OET OT ke Oe percent minimum __ 80 
EE Ce ae SO Ie Bee ae eo a ee low as 250 
Specification 3.1.8: 
AEE OE SIP A call SS ee 2 Ry ESA SEN PS. pounds__ 175 
onset Ja nelson nich tating capri dhcaeeabemench aeinpadamaennlilmonmamenaimantean inches__ 36 
Mite eT Es OSI ES REPENS Ay Be be ES Ser Te do___- 20 
SO ATEN FEES Tk RSE CE re Tee eS wee 16 
Our boiler: 
SS, A TE Se SOS Ee gee eee eae pounds_. 125 
SESS SS Sea RE EE ea ey oe LN ET inches__ 19 
5 he aa ate cl SMES Sct Nel treme SE. Sy 9 SEN SRG, SIE TE eh * _ 14 
Reeser | FF LASS ERE S| Soe es eS BE Me Rea tS: Sen 26 


While higher there is ample space available. 

Specification 3.2.1: The automatic controls shall be as simple and rugged as 
practical and suitable for marine use. 

Specification 3.2: All auxiliaries, controls, and accessories shall be furnished 
in accordance with the best commercial practice. 

Specification 3.4.2 (a): A prepurge period of 30 seconds. (c) A postpurge 
period of at least 30 seconds. 

Standard commercial methods and simplicity as well as the National Board 
of Fire Underwriters Safety Code only allow a 7-second prepurge period and 
no postpurge period. 

Specification 3.4.3 (b): A safety combustion control which shall stop the 
burner operation in 45 seconds in the event of ignition failure or 75 seconds in 
the event of flame failure. 
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Safety code says combustion control must have a 90-second operational period 
for safe operation. As called for in the specification 30 seconds are used up in 
the prepurge period and the 15 seconds left are not enough to function the 
control properly. Also, as the combustion control is actuated by heat it cannot 
differentiate between the different types of flame failure. To use such a con- 
trol system is neither according to standard commercial practice nor is it 
simple. For burners as shown in the Anchor Post prints it may be needed. 

Summation: Our boilers are a better product for this use for the following 
reasons: They have been tested under extremely rugged Arctic conditions for 
over 14 years and many of the first ones are still in use. 

The heat-exchange area is of copper, giving a noncorrosive material of very 
high heat transmission and being of similar material to the piping of the ships 
will not set up electrolytic action. 

The construction of the boiler with its lining of high temperature insulating 
brick makes for low heat loss through the casing, perfect combustion, and ex- 
tremely long life. No additional insulation is needed. 

Its simplicity of design make it very easy and quick to clean or repair. Low 
weight and small floor area used make it especially adaptable for small boats. 
Its very high efficiency reduces the fuel consumption which is also an important 
factor on small boats with their limited fuel capacity. Enamel finish of the 
casing-prevent damaging action from salt air, water, oil, or acid. 

The automatic oil burner used is standard commercial equipment for which 
parts are readily available. They are equipment that is in use by the Navy 
and is in accord with Navy specifications for oil burners. 

Further, we can start delivery within 30 days of receipt of order; no delay 
is anticipated on material. Order can be completed in 60 to 90 days. 

By adding only three or four men who are available we can increase our pro- 


duction to 25 boilers per day. 

Our boiler was given Coast Guard approval November 11, 1950. 

R. H. ALLen. 

Mr. Datmas. And these letters that nee have that you do not want 
to make a part of the record, what light will they throw on this 
problem ¢ 

Mr. Atren. Well, they are just a matter of proof, you might say. 
Throughout this [indicating], you will note numbers on the border 
which designate the letters and data that is listed here. I have these 
letters all in my possession. Some of them don’t belong to me. We 
are getting cooperation from the shipyards on this because it does 
mean $500 a boat to them, and when you multiply that by 25 or 35-—— 

Mr. Datmas. Would you object to a representative of the Office of 
Small Business of the Munitions Board looking at those letters? 

Mr. Auten. Absolutely not. A representative has been working 
with me and that is why I am here. 

Mr. Dataas. I am going to ask Mr. Riley, our counsel, and Colonel 
Philipps to go over these letters with Mr. Allen. 

Mr. ieee. Perhaps he might be able to loan them to us so that we 
can have the full data. Py ee 

Mr. Auten. Yes. Some are mine and some are not. We promised 
not to lose them. 

Mr. Datmas. I think if they are gone over now Colonel Philipps 
might get a reply to that letter a little bit faster, because she is from 
Washington, with the Munitions Board. If you will meet with our 
counsel, Mr. Riley, and Colonel Philipps—— 

Mr. Auten. I will be glad to. 

Mr. Datmas. I thank you very much and we will follow through 
on this. 
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(Following report was submitted by the Bureau of Ships. Supple- 
mental report on pp. 3009-3019.) 


DEPARTMENT OF THE NAVY, 
BurEAvU oF SHIPs, 
Washington 25, D. C., 2 August 1952. x 


In reply refer to: S 82/3-6 (III), ser. 110-1058. 


Hon. MicH age. J. MANSFIELD, 
Chairman, Subcommittee No. 1, 
Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

My Dear Mr. MANSFIELD: On 14 July 1952, at Seattle, Washington, Mr. R. H. 
Allen, of the Heat Exchanger Co., Seattle, Washington, appeared before Sub- 
committee No. 1, House Select Committee on Small Business, to protest the 
requirements of the Bureau of Ships with respect to Coolant Heaters for use in 
the 45’ Picket Boats now under construction. The Subcommittee required that 
a formal statement concerning Mr. Allen’s complaint be secured from the Bureau 
of Ships for inclusion in thé testimony of the hearing. To assist the Bureau in 
preparing this statement the Subcommittee made available to the Bureau the 
enclosed file of correspondence. (See enclosure (1).) 

Since this Bureau has no information concerning Mr. Allen's specific allega- 
tions before the Subcommittee and has knowledge of Mr. Allen’s protests only 
indirectly through Congressional correspondence and the correspondence received 
from the Subcommittee, this Bureau is unable to offer a formal and specific 
statement in answer to the Subcommittee’s request. I am, however, enclosing 
copies of three recent letters from this Bureau to the Honorable Warren G. 
Magnuson concerning this subject. I believe that these letters satisfactorily 
state this Bureau’s position with respect to the procurement of heating equip- 
ment for the 45’ Picket Boats and that the letters will answer the allegations 
presumably made by Mr. Allen before the Subcommittee. 

As indicated in the enclosed correspondence, the Bureau's specifications for 
Coolant Heaters are open to any and all firms which can produce Coolant Heat- 
ers that will meet the requirements of the specifications. The shipbuilders con- 
structing the 45’ Picket Boats are only required to provide and install Coolant 
Heaters conforming to these specifications. The shipbuilders may purchase the 
heaters from whatever source they desire, either by competitive bids or by direct 
purchase. Therefore, if Mr. Allen’s Coolant Heaters meet the specifications, his 
company may supply this equipment for these boats if it receives an order from 
the shipbuilders. 

Nevertheless, as indicated in the enclosed letters, this Bureau plans to have 
a representative visit Seattle in the near future in order to learn more about 
Mr. Allen’s complaint. 

Sincerely yours, 
W. D. Leocertr, ZJr., 
Rear Admiral USN, Acting Chief of Bureau. 





$82/3-6 (551) 
QM/Heat Exchanger 
Ser. 551-1323 
23 Jul. 1952 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington, D. C. 


My Dear Senator Macnuson: This is in further reply to your letters of 26 
June 1952 and 9 and 10 July 1952, enclosing letters which you had received from 
Mr. R. H. Allen of the Heat Exchanger Company, Seattle, Washington, and from 
Mr. Edward F. Riley of the Palmer Supply Company, Seattle, Washington, con- 
cerning the coolant heaters manufactured by Mr. Allen’s company. 

As I mentioned in my letter to you of 2 July, the term “coolant heater” was 
adopted by the Navy to designate equipment used for preheating the engine cool- 
ant fluid. This term appeared in the invitation for competitive bidding issued 
to the Anchor Post Products, Incorporated, Baltimore, Maryland, and the Surface 
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Combustion Company, Toledo, Ohio, about December 1949. Therefore, the term 
“coolant heater” is not a proprietary trade name describing a product of any 
particular manufacturer. It has been verified by the Department of Commerce 
that the name “coolant heater” has not been registered by any firm. The term 
“Fluid Heat” has been registered by the Anchor Post Company. 

It is presumed that Mr. Allen’s immediate concern is acceptance of his coolant 
heaters by the Blanchard Boat Company of Seattle for 45 foot picket boats. The 
Blanchard Boat Company, Seattle, Washington, holds a fixed-price contract for a 
quantity of these boats under which this builder is only required to provide and 
install coolant heaters conforming to specifications and for this purpose he need 
not obtain same by competitive bidding unless he so desires. Thus, the Blanchard 
Boat Company could confine their consideration to Mr. Allen’s company, ex- 
clusively, if they so desired, and the only question involved would be the con- 
formance of Mr. Allen’s product to the specifications. Navy review of conform- 
ance with specifications for coolant heaters in these boats to be supplied by the 
Blanchard Boat Company is assigned to the Supervisor of Shipbuilding, USN, 
and Naval Inspector of Ordnance, Seattle, Washington. This is the Seattle Navy 
Agency to which it is believed you refer. 

If, as you state in your letter of 9 July 1952, the cognizant Naval Activity in 
Seattle has accepted the Allen product as meeting specifications, it is assumed 
that Mr. Allen’s company is now eligible to suuply coolant heaters for Navy ap- 
plications subject to receipt of an order from the Blanchard Boat Company 
or any other builder holding similar contracts. 

I believe that the above, and my letter to you dated 2 July 1952, covers points 
raised by Mr. Edward F. Riley which you enclose with your letter of 10 July 
1952. 

In my letter to you dated 10 July 1952, I indicated that the additional ques- 
tions raised by Mr. Allen in his letter of 25 June 1952, would be looked into and 
that you would be advised in the near future. Reference is made below to points 
contained in Mr. Allen’s letter. 

As indicated on page 2, last paragraph, of my letter to you of 2 July, the 
specification was not written around the Anchor Post Product. 

The reported inadequacy of blueprints supplied to the Blanchard Boat Com- 
pany by Anchor Post is not taken as favorable indication of Anchor Post ability 
to produce. It is assumed that the Blanchard Boat Company will require ade- 
quate blueprints from their suppliers. 

The question of whether the specifications are confusing is believed to be a 
matter of opinion. Other concerns-interested in this specification have not in- 
dicated that they were confused by this specification. The National Board of 
Fire Underwriters, standards for oil-burning equipment, electric apparatus, and 
wiring (NSFU) pamphlets Numbers 31 and 70 are not considered as fully cover- 
ing Navy safety requirements; hence, Navy specifications spell out the specific 
requirements deemed a minimum for the special Navy needs. Therefore, the 
question of conformance to the above-mentioned standards is not believed to be 
involved. The Supervisor of Shipbuilding, USN, and Naval Inspector of Ord- 
nance, Seattle, is being advised concerning the Bureau of Ships attitude in this 
matter. 

My letter to you of 2 July 1952, sets forth the need for a light, compact, and 
rugged coolant heater. In preparing the specification for such an article it is 
necessary to include various restrictions and limitations. It is assumed that 
commercially available water heating boilers would usually not meet such a 
specification and this is no reflection on Mr. Allen’s product. Meeting this 
specification normally will require a special design and it is noted that Mr. Allen 
states that he can build to this specification and this is what is wanted. 

Mr. Allen’s letters and Mr. Riley’s letter are returned herewith as requested. 

For your information, the Bureau is looking into Mr. Allen’s heaters, and 
plans to have a representative visit Seattle for this purpose in the near future. 


Sincerely yours, 
W. D. Leacerrt, Jr., 
Acting Chief of Bureau. 
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DEPARTMENT OF THE NAVY, 
BUREAU OF SHIPS, 
Washington, D. C., July 10, 1952. 
In reply refer to: S88/2(503), Ser. 503-55. 
Hon. Warren G. MAGNUSON, 
United States Senate, Washington, D. C. 

My Dear Senator Macnuson: Your letter of June 26, 1952, addressed to the 
Chief, Bureau of Ordnance, enclosing a letter dated June 25, 1952, with enclos- 
ures, which you had received from Mr. R. H. Allen, of the Heat Exchanger Co., 
concerning the specifications of the Bureau of Ships for coolent heaters, has 
been referred to me for reply. 

I believe that my letter to you of July 2, 1952, in response to your previous 
correspondence on this matter, answers most of the points raised in Mr. Allen’s 
letter to you. However, inasmuch as Mr. Alien has raised some additional ques- 
tions in his latest letter, I am having this matter looked into and shall advise 
you further in the near future. 

I note particularly that Mr. Allen states in his June 25 letter: “While we can 
build a boiler to meet the specifications, we will not be giving nearly as good a 
unit, and if controls are used to meet the specifications, we and the control people 
do not consider it safe.” This is, of course, a matter of opinion. However, I 
am having Mr. Allen’s unit thoroughly investigated, and representatives of the 
Bureau will visit Seattle for that purpose in the near future. 

Sincerely yours, 
H. N. WALLIN, 
Rear Admiral, USN, Chief of Bureau. 


DEPARTMENT OF THE NAVY, 
BUREAU OF SHIPS, 
Washington, D. C., July 2, 1952. 
In reply refer to: S82/3-6 (503) Ser. 503-52. 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington, D. OC. 

My Dear SENATOR MAGNUSON: Your letters of June 12, 1952, and June 16, 1952, 
enclosed letters which you had received from Mr. R. H. Allen, of the Heat Ex- 
changer Co., Seattle, Wash., protesting recent developments in the procurement 
of heating equipment for use aboard 45-foot Picket Boats, LCM’s, and 64-foot dis- 
tribution box (L-Type) Boats. 

The “heating equipment” referred to was named “coolent heater” by the 
Bureau of Ships at the time of the equipment’s inception because the prime func- 
tion of the equipment is to heat the engine coolant. The term “coolant heater” 
was adopted and used before the Anchor Post Company entered the picture, 
hence, could not be a trade name for that Company. 

The need for a coolant heater arises from the requirement that boats and 
small landing craft be able to operate in Arctic waters; therefore, the use of 
coolant heaters is confined to boats and small landing craft and such equipment 
is not used on larger craft and ships, as implied by Mr. Allen, 

Because boats and small landing craft are small, a compact heating unit is 
very essential; each pound of weight decreases the payload that can be carried. 
Complete reliability is of the essence. The heater must draw its fuel from the 
main fuel tank, as no space nor weight can be spared for separate tanks. The 
equipment must use power from the boat’s service, which usually is 12 or 24 
volts. Complete radio shielding must be installed in order to prevent the equip- 
ment from affecting the reliability of any electronics equipment installed. 

A coolant heater is essentially a very small hot-water boiler with an automati- 
cally operated oil burner unit burning diesel fuel. The heater is required to 
maintain an operating temperature of the engine coolant between 135° F. and 
145° F. with an outside air temperature down to —20° F. and through branch 
lines to heat the batteries, an auxiliary fuel tank and certain personnel spaces. 


86267—52—pt. 4——11 














2998 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


The heater of necessity must be lightweight (about 175 pounds), compact, and 
have a high output (75,000 B. t. u. per hour). The equipment is required t 
withstand a salt and oil atmosphere and be completely automatic in its oper- 
ation in the extreme temperature it will encounter in Arctic operation. It must 
contain such safety devices that when unattended it will shut down the fue! 
supply if an automatic start fails to fire the burner. Obviously, on the basis of 
the above description, Mr. Allen’s statement that any boiler will do the job is 
incorrect. Furthermore, on this same basis, it appears that Mr. Allen’s state- 
ment that his boilers have been used for the identical type of installation is also 
in error. Mr. Allen's heating boilers have been used on craft larger than smal! 
landing cratt, and on ships where weight and space are far less critical. 

The first requirement for coolant heaters was generated in 1949. The Bureau 
advertised competitively for the required heaters at that time, and the con- 
tract was awarded to Anchor Post Company as the low responsible bidder. 
These Anchor Post heaters were representative of the best commercial equip- 
ment then available. Some few months after installation, the heaters faile: 
completely—control switches were a mass of rust ; wiring insulation was oil and 
water soaked ; motor and pump shafts were corroded and frozen. Therefore, it 
was apparent that commercial equipment was completely unsatisfactory and 
that the only solution was to use equipment designed and manufactured to 
marine specifications. 

Since the commercial equipment furnished by the Anchor Post Company failed 
the Company was given the opportunity to inspect the inoperative equipment. 
As a result of the inspection, the Anchor Post Company made a series of recom 
mendations on improving the equipment, which recommendations were considered 
in the preparation of the recently issued Military Specificaton. The preliminary 
draft of the Military Specification was submitted by the Bureau to the Anchor 
Post Company and to one other firm for comment. These two firms were chose: 
as it was known that they were both interested in furnishing the equipment. 
Although Anchor Post Company was given the opportunity to comment, the 
approved Military Specification specifies equipment different from that described 
in the pre:iminary draft as well as that previously manufactured by the Anchor 
Post Company in the following respects: use of corrosion-resisting materials, 
improved methods of welding, arrangement of operating cycle and safety contro! 
devices. These features are considered essential to insure reliability and endur 
ance of the heater. Since they had been requested to comment on the propose: 
Military Specification, the Anchor Post Company knew that the Bureau was pro- 
mulgating a new specification for coolant heaters and assumed that it would 
be made effective as soon as completed. However, they had no way of knowing 
exactly what the requirements of the approved Military Specification would be. 
The Pureau does not consider that this can be called a “pipe line” as referred to 
by Mr. Allen. The same courtesies afforded to the Anchor Post Company 
would have been afforded Mr. Allen (i. e., commenting on the preliminary speci- 
fication) if Mr. Allen had made known to the Bureau of Ships that he was in- 
terested in supplying coolant heater equipment. However, Mr. Allen's previous 
communication to the Bureau was concerned only with obtaining approval for 
supplying heating boilers such as those furnished during the world War IT. 

The new Military Specification for coolant heaters is not proprietary to tbe 
Anchor Post Company or to any other company. It is open to any and al! 
firms which can produce equipment that will fulfill all the specification require- 
ments. Since the Military Specification for coolant heaters is now in existence. 
all future procurement for such equipment will be made in accordance with it. 
Naturally, this includes procurement for LCM’s and “L Type” boats. 

The original contract for the 45-foot Picket Boats specified that “the coolant 
heater shall be similar in size and weight to the Model No. 77 Coolant Heater 
manufactured by Anchor Post Products, Inc., Fluid Heat Division, 151 North 
Haven Street, Baltimore, Maryland.” The original contract for the 64-foot 
“L Tvpe” boats specified “a coolant heater of about 75,000 B. T. U. per hour 
capacity, 110-volt Anchor Post Number B77E40 A, or equal.” The specifications 
were written in this manner because at that time the Military Specification 
was not yet available and, as far as was known by the Bureau, the Anchor Post 
heeter was the only one that would approach this fulfillment of the rugged 
marine requirements. Upon completion of the Military Specification, coolant 
heaters in accordance with this specification were then specified for the 45-foot 
picket boats in order to make positive that the heaters installed would be capable 
of withstanding the rugged marine service. The Blanchard Boat Company was 
informed of this change on 23 April 1952, by the Supervisor of Shipbuilding, USN, 
Seattle, Washington. 
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The unamended specifications for the 64-foot “L Type” boat were prepared 
by the U. S. Army, which specifications called for a Crane Company boiler, or 
equal. When the Navy generated a requirement for this type of boat, an amend- 
ment to the specifications was prepared by the Bureau of Ships requiring a 
coolant heater instead of a boiler. The change was made in order to get a 
smaller, lighter installation. 

The heating system temperature of 180° F. as specified in unamended Army 
specifications is the commonly accepted optimum working temperature for 
the hot water heating systems. However, this figure has no bearing on speci- 
fication of heating capacity. Mr. Allen’s statement that 825 square feet of 
hot water radiation, as required by the original Army specifications (each square 
foot of hot water radiation being equivalent to 150 B. T. U. per hour heat output) 
is not equal to 75,000 B. T. U. per hour, is correct. However, the Bureau's 
calculations show that 75,000 B. T. U. per hour are adequate to do the job. The 
new specification does not have any requirement as to the area of heating surface. 

The LCM (6) specification provides for installing coolant heater connections 
and the necessary space for same. However, the coolant heaters are not to be 
procured and installed until authorized by the Bureau and this has not been 
done. It is not probable that this will be authorized during the construction 
of these boats. The above applies also to the LCM (8) program. When and 
if coolant heaters are provided for these boats, they will be procured by the 
Bureau. 

The Bureau does not maintain an approved list for heating boilers or coolant 
heater equipment. Purchases of such equipment are made in strict accordance 
with specifications contained in the procurement documents, and acceptability 
is based on strict compliance of proposed equipment with applicable specifica- 
tions. In each specific case this compliance is determined by the concerned 
procurement agency. 

Mr. Allen’s interest in the field of coolant heater equipment is greatly appre- 
ciated. It is hoped that in the very near future he will be able to produce 
equipment capable of meeting the new Military Specifications in order that he 
can become a prospective supplier. 

Mr. Allen’s letters are returned herewith as requested. 

Sincerely yours, 
H, N. WALLIN, 
Rear Admiral, U. 8. N. Chief of Bureau. 


DEAR MB. ALLEN: For your information. 


Best wishes. 
WARREN G. MAGNUSON, U. BS. S. 


Mr. Datmas. I believe that completes our list. Does any other 


| small-business man here desire to be heard ? 


(No response. ) 

Mr. Datmas. If not, I want to take this opportunity to thank 
Congressman Mitchell on behalf of the committee for sitting in with 
us today and giving us the moral support and the aid and comfort 
which you have brought to this hearing. I thank you sincerely on 
my part and want to tell you we have been delighted to have you. 

Mr, Mirenett. Thank you, Mr. Dalmas. I would like to say for 
the record that this specific community of Seattle and the Pacific 
Northwest appreciates the committee coming out and looking into 
these problems. I know the record made by this committee under 
Congressman Patman in keeping up with the problems which are 
ever recurring, and this is just another evidence of their work. 

Mr. Datmas. Thank you very much, Congressman Mitchell. 

Mr. Wiitxrns. May I be heard? 

Mr. Datmas. State your name for the record. 

Mr. Wirxins. W. D. Wilkins. 

Mr. Dataas. If you will join with your fellows talking with Mr. 
McCormick of the Office of Price Stabilization—we have a complete 
understanding that all of you will send in written statements to the 
committee, and we are going to take it up in several different directions. 
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Mr. Wiixins. We have had our contract canceled. We are a little 
different. 

Mr. Datmas. Well, there are some of the others who had the same 
difficulty. 

Mr. Wittarp. Let them have a statement from your oil company. 

Mr. Daunas. I have some letters here which will be incorporated in 
the record. 

(The letters referred to are as follows :) 


STATEMENT OF V. L. COLT, GENERAL MANAGER, THE 7YETERS C0O., 
PORTLAND 14, OREG. 





THE Perers Co., 
Portland, Oreg., July 10, 1952. 


Hon. Mike MANSFIELD, 
Select Committee on Small Business, 
House of Representatives of United States, 
Care of Seattle Chamber of Commerce, Seaitle, Wash. 

Dear Mr. Mansriecp: The purpose of this letter is to acqaint you with the 
difficulties we have encountered in securing an allotment of materials for the 
manufacture of a mechanical parking device, and to point out the alert assistance 
and sympathetic understanding we have received from both Portland and Seattle 
offices of the Small Defense Plants Administration. 

We have done everything we can to secure such an allotment through the Na- 
tional Production Authority offices, and have finally been denied in our appeal 
to the National Production Authority Appeal Board, in Washington, D. C. 

Our company has been in continuous operation for the past 40 years or more, 
It was started as a blacksmith’s shop and has gradually increased in size and 
scope, until today, we have a well-equipped machine shop and two efficient steel 
fabricating shops. Both plants are located in Portland. Oreg. 

At present, we have approximately 40 employees as a base crew. This crew 
could be substantially expanded if we were able to secure materials for manu- 
facture of Pigeon Hole Parking equipment. 

For the past several years, we have been manufacturing such products as 
heavy-duty sawmill machinery, hydraulic equipment, and specialized indus- 
trial machinery. We have developed proficiency in the electrical controls, hy- 
draulic operations, machine work, and all types of steel fabricating. During 
World War II, our complete facilities were devoted to production of war ma- 
terials, operating on subcontracts with various prime defense contractors. 

We maintain plant facilities at 1983 Southeast Union Avenue, Portland 14, 
Oreg., and at 4720 Southeast Johnson Creek Boulevard, Portland, Oreg. Our 
equipment consists of a complete machine shop, a well-equipped steel fabricating 
shop in which we have shear, rolls, forming brakes, all types of acetylene- 
burning machines, electric welders, iron workers, radial and stationary drilling 
equipment, etc. In May of 1949, a group from Spokane, Wash., was referred to 
us as being able to design and construct specialized equipment. This group 
had an idea for multiple parking of cars. We entered into a contract with 
them whereby we were to design and develop this machinery and to manv- 
facture it. The sale and distribution was to be retained by the group from 
Spokane. This parking equipment was subsequently named Pigeon Hole Park- 
ing and a corporation by that name was formed in Washington for the pur- 
pose of carrying on the activities of sales and distribution. Patent rights were to 
be owned by them. 

In the early part of 1950, the first full-scale working model of this equipment 
was erected in our plant on Johnson Creek Boulevard, and there demonstrated 
to those interested in viewing it. In December 1950 the first commercial installa- 
tion was made in Spokane, Wash., and was sponsored and promoted by a group 
of merchants interested in providing parking facilities for their customers. 
Following the installation of this unit, there was a period consumed in proving 
the equipment under actual operating conditions. During this time, it was dem- 
onstrated to persons from all parts of the country and some foreign countries, 
but, as is true with many new products, there was a certain amount of skepticism 
to be overcome and other actual commercial installations were not made until 
the middle of 1951. At the present time, we have nine units in operation in 
various cities throughout the country. 
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This parking equipment was designed to be economically manufactured of 
prefabricated bolted construction, making it portable, and to park the greatest 
number of cars on a given area. The system consists of two rows of parking or 
storage bins separated by a corridor 20 feet in width in which a track is located 
and upon which the parking machine operates. Cars are driven into the entrance 
zone Where the brakes may be set and the doors locked. The car is then me- 
chanically parked by the machine without use of the automobile’s wheels, and 
without a driver. This equipment has been highly acclaimed as a satiesfactory 
solution to the parking problem confronting most every city in the United States. 
This statement was amply borne out recntly by a businessmen’s conference on 
urban problems, sponsored by the Portland Chamber of Commerce, and the 
United States Chamber of Commerce, and held in Portland, Oreg., on June 23 
and 24. Delegates from all over the country discussed the foremost and pressing 
problem of off-street parking in downtown areas, : : 

In May of 1951, we filed CMP-4B application for allotment of materials with 
which to build this equipment. Allotments as a B product were granted for the 
third and fourth quarters of 1951, and the first quarter of 1952. Our second quar- 
ter 1952 application was denied by the National Production Authority, who stated 
“Application appears to include class A products.” This arbitrary decision was 
made without a request for additional information or without any consultation 
with us to fully explore the situation. 

In January 1952 we asked for a reconsideration of this action. This request 
was denied. After twice filing appeals with the National Production Authority 
Appeals Board, we were grantéd a hearing on May 20. We presented our case 
as clearly as we were able to, showing that our structure was a completely pre- 
fabricated standard item used without variation in a number of locations; of 
belted construction for dismantling and moving should the occasion arise, and 
explained as well the hardship it would work upon us, due to our peculiar con- 
tractural arrangement with Pigeon Hole Parking, Inc. We also claimed and 
demonstrated to our satisfaction that we were grossly discriminated against, 
inasmuch as other manufacturers of prefabricated metal buildings were manu- 
facturing these structures and advertising them for sale with no restrictions 
whatever. 

Due to the repetitive nature of our product, which for competitive reasons must 
be manufactured as economically as possible, we contended that it must be treated 
us a B product so that a production schedule could be established and manufac- 
ture carried on in a continuous process. 

Our contract with Pigeon Hole Parking, Inc., includes a clause permitting them 
to cancel our contract, or to secure the manufacture of this equipment else- 
where, should we be unable to produce it. 

We have invested a great deal of money in designing, developing, and providing 
facilities for manufacture of this product, and it will work an extreme hardship 
upon us should we be unable to continue our manufacture of this item. 

On June 9, our final appeal to the National Production Authority Appeal Board 
was denied, in their letter dated June 5. 

All of this procedure we have been through with the National Production Au- 
thority leaves us with the feeling that we were a very small concern located at 
a great distance from Washington, D. C., with very little voice or opportunity 
ot defending ourselves against a strong centralized government who could make 
or break us by withholding badly needed materials. This situation seemed to us 
exceedingly unfair, inasmuch as various steel producers were approaching us 
frequently, offering steel for immediate shipment and in ample quantities. They 
stated that they had abundant supplies of steel and that there was no actual 
shortage. 

We feel that our parking equipment is badly needed by many cities, to help 
alleviate serious traffic and parking conditions, and that this would materially 
increase the efficiency of our country, as well as increase traffic safety. 

In the dilemma in which we found ourselves, we did not know which way to 
turn until we contacted the Portland Chamber of Commerce, who introduced us 
to Mr. John G. Barnett, district manager, Smal! Defense Plants Administration 
district office, in Portland. He listened to our presentation of our case with 
sympathy and understanding, and sharply discerned the predicament in which 
we Were caught. He immediately requested a résumé of the action we had taken 
and the circumstances leading up to the refusal by NPA to alleviate our situa- 
tion. This was furnished to him, and he immediately took action to attempt 
tohelp us. Both Mr. Barnett in Portland, and the Small Defense Plants Adminis- 
tration regional office in Seattle, under the direction of Mr. Allan L. Willard, have 
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been most helpful, energetic, and understanding of our problem and obtaining 
their assistance was like finding a friend in a time of great need. 
We very strongly urge the establishment of a fully staffed office in Portland, 
under the Small Defense Plants Administration jurisdiction. 
Your favorable consideration of this request will be greatly appreciated by 
small business concerns in the Portland area, like ourselves. 
Very truly yours, 
THE Peters ©o., 
Vv. L. Corr, 
General Manager. 


STATEMENT OF OSCAR E. NERO, TREASURER, BIRCHFIELD BOILER, INC., 
TACOMA, WASH. 


BrircHFIELD Bro.er, INc., 
Tacoma, Wash., July 11, 1952. 
Hon. Mrke MANSFIELD, 
Select Small Business Committee of the House of Representatives, 
Care of Seattle Chamber of Commerce, Seattle, Wash. 

Dear Str: Approximately 1 month ago we were requested to submit certain 
information to the Small Defense Plants Administration, at their Seattle office, 
outlining our past experience in steel shipbuilding and also providing them with 
information as to the quotations that have been submitted by us during the past 
18 months. 

Under date of June 11, 1952, we did submit a very somplete report to the Small 
Defense Plants Administration. It is now our understanding that your com- 
mittee is seeking similar information and we are, therefore, taking the liberty 
of submitting copies of this particular letter herewith. It is a rather lengthy 
document, but we feel that it does present quite a complete picture as far as our 
problems are concerned. 

As the letter attached will indicate, we have been engaged in shipbuilding 
approximately 12 years and have established an excellent record in connection 
with construction performed for the Army, Navy, and Coast Guard, as well as in 
the construction of commercial-type vessels. 

We have submitted bids in the past 18 months totaling in excess of $23,000,000, 
and have spent considerable money in preparing these bids. We have, during 
this same period of time, however, witnessed awards being made to yards that 
were not even active during the last war. In one such instance we have seen 
awards made totaling in excess of $30,000,000, while our shipbuilding ways are 
idle. 

In connection with the last quotation submitted by us to the Bureau of Ships, 
under PR 519-46, covering a quantity of 70-foot LCM (8) landing craft, we had 
good reason to believe that we were in line for an award. Incidentally, we did 
discover an error in our estimate and were permitted to revise our material cost 
factor. Apparently, however, in the final analysis, we were not the low bidder, 
as the award was made to a Portland firm, the American Pipe & Construction Co. 
We are protesting this particular award, however, to the Bureau of Ships as we 
do not feel that the American Pipe & Construction Co. are qualified bidders. 
They are an established and reliable firm in their particular line of work, we will 
admit, but they do not have shipbuilding facilities ; nor, to the best of our knowl- 
edge, have they had any shipbuilding experience whatsoever. We cannot under- 
stand why the Navy Department makes an award to a company that does not 
have the required facilities or work experience. 

During the past few months, in a desperate attempt to maintain our shipbuild- 
ing department, we have had this department engaged in the construction of cer- 
tain large tanks which we have built on our shipbuilding ways. This contract 
is now virtually complete, however, and we will soon be compelled to lay off most 
of the men working in this department. 

It is our understanding that Tacoma and the Pierce County area is now, or 
shortly will be, classed as a No. 4 labor area. Should it be possible for us to 
secure a contract for steel boat construction, we could increase our employment 
by possibly 300 to 400 men. This is especially possible due to the fact that we 
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have two other plants in the Tacoma area that are likewise capable of employing 
additional men. 

We might advise that we have most sincerely appreciated the splendid coopera- 
tion that we have received from the Small Defense Plants Administration and 
we are certain that they have done everything possible to assist us. However, 
any further cooperation that your committee is in a position to extend will like- 
wise be sincerely appreciated. Should you require any further information 
whatsoever, we shall be glad to hear from you. 

Very truly yours, 
BracuFtetp Borer, INc., 
Oscar B. Nero, Treasurer. 


BrRcHFIELD Borter Co., INC., 
Tacoma, Wash., June 11, 1952. 
SMALL DEFENSE PLANTS ADMINISTRATION, 
Seattle, Wash. 
(Attention Mr. Allan Willard, regional director.) 

Dear Mr. WitLarD: The purpose of this letter is to request your assistance 
or advice in connection with a very serious problem that confronts our 
company. 

First of all, we might advise that our firm was originally engaged in boiler 
manufacturing and general steel fabrication up to the year 1940. At that time, 
however, we began to enlarge our plant facilities and became very active in 
steel shipbuilding and repair. At the time of Pearl Harbor, we were already 
engaged in the defense program with construction well advanced on six 100 foot 
steel tugs, which vessels were eventuaily delivered to the Navy Department. 
To give you some idea of the extent of our steel shipbuilding and repair work 
during this important period, we are listing herewith the work accomplished 
and the approximate value of this work. 


ScHepute A.—Contracts completed during World War II 








Number and type of vessel Agency |“?fralue 
alue 
j | 
SE OT ETE TTI ET Sa URE | $57, 000 
yt Tn cndbadooupae | U. 8. Coast Guard._.............-... 56, 000 
6) 110-foot stecl tugs... U.S. Maritime Comission... | 1, 800; 000 
(8) 99-foot cargo boats....__._- 2 US oe See 55 oes 2, 000, 000 
6) 99-foot cargo beats...................--....... err 0 REE AS EE EE SEIS Cyaan Gere 1, 470, 000 
be OY EEE RS | U, 8. Coast Guard.____. ot oodniteret 135, 000 
(6) 85-foot tugboats........................-.... Bie Cte eer rat 1, 000, 000 
(7) 65-foot steel tugs. ............ SMR: Ce 54a 1 574, 000 


| 





1 Partially terminated at end of war. 








In addition to the contracts as listed in schedule A, we handled considerable 
ship-repair work for various Government agencies, totaling approximately an 
additional $500,000. 

After the conclusion of the war with Japan, we found ourselves with a greatly 
enlarged plant and considerable extra equipment, all due to the establishment 
of our shipbuilding and repair department, in addition to our docks and out- 
fitting shops. Further, inasmuch as the original agency for whom we worked, 
the United States Maritime Commission, would not recognize a “war necessity 
certificate,” we found that a considerable portion of our investment was not yet 
“written off” and that it would be necessary for us to absorb the remaining cost 
still on our books. 

In consideration of these facts, therefore, we entered into the commercial 
boat-building field and soon found a ready acceptance to our steel boats, due 
primarily to the excellent reputation that we had built up with our Government 
program. To give you an idea, therefore, of how extensive this commercial 
shipbuilding program was, we are listing herewith the contracts completed in 
commercial construction. 
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Commercial vessels constructed since schedule B, World War II 
(from 1945 to 1951) 


Number and type of vessel Approzvimate value 
(4). 29R Boot. nteel tame, CHONG. 6 ciniinemeninennnntmibemneaddenmg $1, 600, 000 
(1) 142-foot steel tuna clipper (Chicken of the Sea) _.--....------- 575, 000 
ee RR EE 9 ee aS SE Ne 450, 000 
CT) Ge Cen UN ioc reeens eh reinit-nO-detenidbetentin 210, 000 
eR SE RG 8 LIE PEI EY AN RI. 52, 000 
(i) Gitbet Demee Qn noentipwsns 9 de asad REE SOUP RY Se TY ont 20, 000 
SEI SI NI, OI ees ahdiscintines cones caniciahenntn bine litianat aie 100, 000 
(1) 121-foot steel tuna clipper (hull only) -----.-----~-~-~-- sictishaeeiaiel 135, 000 
(1) 84-foot steel fishing vessel (hull only) —----.------------------ 60, 000 


You will note from the above that we managed to maintain our shipbuilding 
department in steady operation for practically the entire period after the last 
war, from 1945 up to 1951. Then, however, our troubles began. With the com- 
pletion of the 85-foot Fish and Wildlife boat in January 1951, we found that 
there no longer was any market for commercial steel vessels; further, that even 
should we secure such a contract, our chances of securing steel was indeed slim. 
We immediately became concerned as it was obvious to us that our company 
could not operate on an economically sound basis if we were to be confined to 
our boiler department only. At about this time, however, the Navy Department 
began to call for bids on steel boats for the defense program and we were 
encouraged at the prospect of securing contracts of this nature. 

Since about February 1951 we have submitted bids on contracts for the Navy 
Department totaling approximately $23,000,000, but have been constantly dis- 
appointing in the lack of results. Attached hereto is a listing of invitations on 
which we have submitted bids. After reviewing this list we believe you will 
agree that we have gone to considerable work and expense in attempting to 
secure work to maintain shipbuilding at our plant. 

Perhaps at this point, we should call your attention to the fact that in pre- 
paring all of these bids, we have incurred expenses involving possibly $5,000 to 
$6,000 and to speak quite frankly, we are at a point where we feel that it is just 
about impossible for us to continue if we cannot warrant some consideration. 

We do not expect anyone to “hand us” a contract, Mr. Willard, but we do 
want to point out to you in this letter a number of things which we do not regard 
as fair to us. We are perfectly willing to admit that on some of our first 
quotations our bids were higher than they should have been. However, we have 
constantly brought our bids down, regardless of the fact that we are in a higher 
cost area with reference to material and labor. 

Most of the contracts referred to above were “negotiated” types of contracts 
and we definitely feel that we should have been called in for negotiation on the 
bids we last submitted for steel-boat construction. 

In January of 1952, when we submitted quotations on the 45-foot tugs, 65- 
foot tugs, and passenger boats and 100-foot tugs, we quoted figures which were 
in some instances within dollars of what the Bureau of Ships had actually 
awarded jobs just 6 months previously. 

You may possibly recall that your office just recently assisted us in securing 
information from the Navy Department as to the awards made by them in 
connection with the bids just referred to. With this information, we have 
now been able to develop some interesting comparisons. Again attached hereto, 
therefore, you will note a tabulation of bids awarded in approximately June 1951, 
and the comparison as to bids submitted by us in December 1951, and the prices 
at which contracts were most recently awarded. 

We realize that our original quotations were high; however, we do feel that 
we were close enough on the last bids submitted to justify our being called in 
on negotiations. 

We would particularly call your attention to the fact that the last two 
columns of our schedule show the comparison of our last bids “as submitted 
by us” as compared to the final negotiated contract prices as entered into by 
the Navy and other bidders. 

We believe it would be interesting if we could see the original figures submitted 
by the other bidders “before” negotiations were conducted We believe that if we 
had this comparison that the difference in our bids would have been very 
little, indeed. 
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Why are we unhappy as to the outcome of these particular bids, Mr. Willard? 
Here are some thoughts we would like to leave with you: 

1. First of all, if these were open bids so that we would know what was going 
on we would have no complaint as to the results, but this is not the case and 
it is very difficult to know how our bids compare. As a matter of fact, as stated, 
we never get to know how our original bids compare with the original bids sub- 
mitted by others. Eventually, in some manner, we usually find out the amount 
of the award but only as to the final contract figures, after negotiations. 

2. We understand that it is the desire of the Government to “spread” the work 
under the present defense program. And yet, even with this provision, what 
has the Navy done? After having just previously awarded National Steel & 
Shipbuilding Corp., San Diego, for example, a total of approximately $12,000,000 
they again awarded them additional boats, involving possibly $9,000,000 more. 
The latest report is that they now have 91 steel boats to build, involving a cost 
of $21,000,000, while our shipbuilding ways are idle. 

3. Navy survey.—We can also advise you that the Navy Department has, on 
several occasions, surveyed our plant and has completed information as to our 
facilities. As a matter of fact, without going into minute detail, we can advise 
you that we have already been assigned certain steel construction for the Army 
and Navy to be started immediately, in the event of all-out hostilities. Further, 
we have even been told recently that the Navy is actually purchasing additional! 
equipment which we would require for this particular contract and “stockpiling” 
this equipment to have it available. We find no fault with all of this, but we 
definitely feel, Mr. Willard, that it is rather inconsistent for the Navy to take 
this much interest and place as much confidence in our ability to produce when 
it becomes a matter of life and death, and then have such apparent little regard 
as to the method or manner in which present defense contracts are administered. 


COMPARISON OF OUR EMPLOYMENT 


To give you an idea as to the production possibilities of which we are capable, 
we would like to recite the following figures of comparative employment : 


Period Total employment | Period Total employment 
tbs conihacetenenccesienibabieh iit b epacavencuindcninite SO a 77 
SURE Raa OES is Laie SPR een i a, Ee SE EY ea 57 
A deladanindibden bidibdiediidsaistnaintimanuiaial J Ee eae tae eee 41 
SSS hea a a | ae 63 
NEES SE. ca ee NE SS cr en ees 60 
Ne cme ie a a titel ccna tannin 50 





Nore.—In addition subcontract employees in our yard have at times exceeded 100 men. 


Yes, we do show a total of 50 employees at present. However, we would like 
to point out that 26 of these men, although officially shipbuilding-department 
employees, are actively engaged in the fabrication of certain large steel tanks 
that we are building under a subcontract for the Army Air Force. As a matter 
of fact, we are building these storage tanks on our shipbuilding ways because 
we do not see how it is going to be possible to maintain our operations without 
pleted, we will have nothing more for these men to do. 

To be perfectly frank, Mr. Willard, we are not going to lose our plant or shut 
down unless it becomes absolutely necessary. However, as matters now stand, 
we do not see how it is going to be possible to maintain our operations without 
something to keep at least a small crew busy in our boat department, enabling 
us to keep our key personnel. 

At the present time we have a bid which is being considered by the Navy 
Department, calling for the construction of possibly as many as 100 70-foot 
landing boats (PR 519-46)—LCM (8). Bids were due in Washington on June 
2, and for your information we have received a telephone call from Washington 
in connection with our bid and have good reason to believe that we may be in 
line for an award. At least the original bid sent in for the June 2 opening 
apparently brought us into negotiating range. 

Unfortunately, however, we did find in connection with this particular bid, 
after rechecking our costs, that we had made an error, in fact several, in 
arriving at our material costs, and as a result it has been necessary for us to 
revise the quotation submitted to the Navy. This we were permitted to do, as 
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they requested revised figures on different quantities of vessels. This increase 
in bid price amounted to approximately 10 percent. 

It is our hope that the revised figures sent to the Navy Department are still 
favorable enough to warrant further consideration; in other words we still feel 
that we have a good price. Perhaps, however, it may be possible for your 
department to assist us in this connection, and if so we can assure you that 
any such help would be sincerely appreciated. 

In connection with this particular bid our contacts have been with Mr. K. H. 
Meidinger, Bureau of Ships, code 1712, telephone Liberty 5-6700, extension 
64661. 

We realize of course, Mr. Willard, that this is more of a book than a letter, 
but to give you the complete story it was necessary to go into considerable de- 
tail. Perhaps, too, after you have read this letter you may have specific questions 
on certain points that we may have overlooked. If so, we shall be glad to hear 
from you. 

Again, any cooperation that you can extend to us will be sincerely appre- 
ciated. 

Very truly yours, 
BrircuHFievp Borer, INc., 
By Oscar BE. Nero, Treasurer. 


ScHepuLe C.—Bids submitted to Navy Department during 1951 and_1952 





Maximum 
amount of 


Description 
bid 


Date of bid 





| Bid invitation 
designation 
| 


a 


1 
.| LSU Ganding craft) _. 
| 45-foot steel tugs 


: 
e| SSSsse2 Ssssessssese 


PR 516-16.. 


110-foot barges 
PR 516-17_. 


65-foot tugs ~ 
65-foot cargo and peamnget boats___- 


ae 
ee 
eS 





PEERE 


% 








Scuepute D.—Bid comparisons (Navy bids) 


| Bid submitted December 
1951 by— 





Awards on original boats | Awards (approximately 
| (approximately June 1951) | January 1951) 





Birchfield bid, PR 519-4, 


National Steel, San 
$36. 110 (delivered 


Diego, $31,500 (deliv- 
ered Settle). 
pot ay Wil- 


National Steel, San 
Di $35,985 (deliv- 
ere: San D iego). 

Olsen — Florida, 


45-foot tugs: (10)... 


65-foot tugs: (10) ......... 


100-foot tugs: (6) 


65-foot cargo-passenger 
(16). 


$102, 
Avondale, New Orleans, 
964. 


” , 


National Steel, $78,800; 
Higgins, $69,500. 








oe ., $108,820 
(delivered Settle). 
National Steel, 


Notions! Steel, $74,000, 
vores, Seattle): 
Tiggins, $76,425 (de- 
livered New Orleans). 





eattle). 
Birchfield bid, PR 516-7, 
$120,742. 
Birchfield bid, P R 516-12, 
$286,278. 


Birchfield bid, PR 516-7, 
$79,872. 
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STATEMENT OF HENRY E. HARRIS, HARRIS ICE MACHINE WORKS, 
PORTLAND, OREG. 


Hareis Ice MACHINE WORKS, 
Portland, Oreg., July 14, 1952. 
Hon. MrkeE MANSFIELD, 
Care of Allan L. Willard, 
Small Defense Plants Administration, Seattle, Wash. 

Dear Sir: We have in the past tried to secure business from the Federal Gov- 
ernment without success. We were unable to get details regarding the jobs on 
which we bid, what the bids were, etc., but upon using the services of the Small 
Defense Plants Administration we did receive the information desired and feel 
we are now in a far better position to secure some of this business. Also they 
have been of great help to us in obtaining information regarding machine tools. 

Therefore we feel that the services of the Small Defense Plants Administration 
are an absolute necessity during the present period in the city of Portland. 

Yours very truly, 
Harris Ick MAcHINE WorKsS, 
Henry EB. Harris. 


Mr. Damas. I also want to thank the members of the Regional 
Advisory Board of the Small Defense Plants Administration, Mr. 
Allan Willard, the regional director, and also the chamber of com- 
merce for providing these wonderful facilities and giving us the 
kind of Seattle cooperation, if you please, that the committee has 
always enjoyed in its contacts with the Seattle chamber. I thank 
all of you again very much. 


The hearing is adjourned. 
(Whereupon, at 5:30 p. m., the subcommittee adjourned until 10 


a. m., Thursday, July 17, 1951, at Minneapolis, Minn.) 
Supplemental information was submitted as follows: 


STATEMENT OF COL. W. A. DAVIS, ACTING CHAIRMAN, ARMED FORCES 
REGIONAL COUNCIL, SEATTLE, WASH. 


Munitions Boarp, 
Washington, D. C., July 23, 1952. 
Hon. MIKE MANSFIELD, 
Chairman, Subcommittee No. 1, Select Committee on Small Business, 
House of Representatives. 

Dear Mr. CHAIRMAN: At the hearings of Subcommittee No. 1 of the Select 
Committee on Small Business of the House of Representatives in Seattle, Wash., 
on July 14, 1952, Mr. Victor P. Dalmas announced for the record that any person 
who had not had an opportunity to speak, and who desired to submit a state- 
ment, could do so within 2 weeks. Accordingly, there is enclosed a statement of 
= W A. Davis, acting chairman, Armed Forces Regional Council, Seattle, 

Jash. 

It is respectfully requested that consideration be given to including Colonel 
Davis’ statement in the committee testimony. 

Sincerely yours, 
Joun C. Houston, Jr., 
Ezrectutive Vice Chairman, 


STATEMENT oF Cot. W. A. Davis 


As acting chairman of the Armed Forces Regional Council in Seattle, and on 
behalf of the military procuring agencies represented here today, I am offering 
these comments that are pertinent to the report just presented for the record by 
Mr. Allan Willard, regional director of the SDPA. 

I would like it understood that I am in no way attempting to belittle or criticize 
the objectives of the SDPA nor the efforts expended by Mr. Willard and his local 
office personnel. However, I am sure that each representative of a military 
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procuring agency here today feels that the report submitted by SDPA does not 
portray, for the record, an accurate picture of the local situation. This report 
by inference has said that the military representatives and other Government 
agencies in this area have done little or nothing to aid or assist the small- 
business man. We would like to point out that this report included no factual 
information as to the accomplishment of SDPA since its activation in Seattle, 
but again infers that considerable assistance has been offered to small-business 
firms and that by expanding the current staff of the regional office, considerably 
more assistance can be given. The Armed Forces Regional Council has had 
established a permanent subcommittee on small business for well over a year 
and the military procurement offices in the region have had small business assist- 
ance offices in operation for a considerably longer period. This committee and 
these individuals have been very active throughout the region and we contend 
and, fortunately, there are in existence factual records to substantiate the claim, 
that the military services have made every reasonable effort to assist in attain- 
ing the objectives now being sought by the SDPA. We submit that the activities 
now being engaged in by SDPA had already been done by the military services 
prior te the formation of the local SDPA organization and that a reasonable 
measure of success has been experienced. 

While detailed information as to our activities and the success attained are 
available in the Munitions Board, and probably have been already submitted to 
your committee, I can briefly summarize a few of the things that have been done. 
A subcontractors’ exhibit attended by 1,500 persons was sponsored by the Seattle 
AFRC and Seattle Chamber of Commerce in June 1951. Many valuable contacts 
were made by small-business men that have since borne tangible results in the 
form of subcontracts. We participated with the Department of Commerce in 
conducting impact-area clinics in Seattle and Portland during January 1952 
with satisfactory results. The AFRC is in a continuing program of holding 
meetings in 30 geographical locations throughout the region to explain procure- 
ment methods and procedures and offer sufficient on-the-spot assistance to 
small-business men who have the desire and capability of doing defense work. 
lt might be of interest to you that while we have made every attempt to give wide 
publicity to our activities in order that all concerned would know that the Armed 
Forces were anxious to help them, some of these meetings have brought forth 
very few businessmen requesting advice or assistance. Further, we have found 
that many of the alleged inequities are not actually bona fide complaints when 
submitted to investigation, since many of these loudest complainers actually do 
not have the facilities nor the capabilities to perform defense work. Some of 
them have only a desire for the Government to put them in business in order that 
they may reap some undeserved profits. We have done everything conceivable 
to assist the bona fide small-business man who has the desire and capability to 
do defense work and we propose to continue our activities. 

It appears that the only difference in the approach of SDP?A and the Armed 
Foorces to attain the desired objectives of the Congress is in the matter of phi- 
losophy. We have assumed that the American businessman has not lost his initia- 
tive nor his ingenuity and desires to conduct business in an atmosphere of free 
enterprise. Our approach to helping attain our objectives is based on the theory 
that the small-business man will put forth an effort and will thrive if given the 
required assistance and advice of the procuring services. 

At the time of Mr. Willard’s appointment in November 1951, I contacted him in 
behalf of the Armed Forces Regional Council for the purpose of becoming ac- 
quainted and advising him of our past and current activities. At that time I 
offered complete cooperation of the AFRC and offered to lend the SDPA regional 
office any assistance they might require, including the use of our specialized 
personnel, in carrying out some of their activities. To date the AFRC has not 
been called upon for this assistance, although numerous discussions of mutual 
problems have taken place from time to time between some af the military pro- 
curing offices and the SDPA regional office. 

It is my considered opinion that the Seattle AFRC and the local representatives 
of the individual military services have cooperated with SDPA in every possible 
manner and have materially aided the small-business men of this area in their 
efforts to participate in the defense production program. 

W. A. Davis, 
Colonel, USAP, 
Acting Chairman, Seattle AFRC. 
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STATEMENT SUBMITTED BY BUREAU OF SHIPS 


DEPARTMENT OF THE NAVY, 
BuREAU OF SHIPS, 
Washington, D. C., September 18, 1952. 


Hon, MicHakrt J, MANSFIELD, 
Chairman, Subcommittce No. 1, 
Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

My Dear Mr. Mansrrecp: As you know, Subcommittee No. 1 of the Select 
Committee on Small Business of the House of Representatives conducted a 
hearing at Seattle, Wash., on July 14, 1952, to inquire into the problems of 
small-business firms in that area. In your absence, the meeting was presided 
over by Mr. Victor P. Dalmas, executive director of the committee. 

The persons listed below, in testimony before the subcommittee, criticized 
certain procurement policies and practices of the Bureau of Ships: 

H. C. Hanson, naval architect and marine engineer, Seattle, Wash. ; Edward A. 
Black, co-owner of Commercial Ship Repair, Seattle, Wash.; Arthur W. Burchill, 
manager, employment security department, and executive secretary, industry 
utilization committee of the State of Washington; R. H. Allen, Heat Exchanger 
Co., Seattle, Wash. 

As the Bureau of Ships was not invited to offer rebuttal testimony during 
the course of the hearing, I am taking the liberty of forwarding, for inclusion 
in the record, a detailed answer by the Bureau to the allegations in question. 

I believe you will agree, after examining the Bureau’s statement, that the 
allegations made by Messrs. Hanson, Black, Burchill, and Allen reveal a grave 
and regrettable misunderstanding on the yart of these gentlemen as to this 
Bureau's policies and practices in the procurement of ships and other water- 
craft. This misunderstanding is exemplified by the many factual errors appear- 
ing in their testimony. 

For example, Mr. Hanson claimed that the Navy had expended between $300,- 
000 and $400,000 for new facilities for the construction of mine sweepers in 
Bellingham, Wash., whereas actually these facilities were furnished not by the 
Navy but by the Porth of Bellingham Authority. Mr. Hanson also stated that 
“We don’t seem to be given any work in this area in the design field, myself and 
others.” Actually, however, awards for architect and engineering services 
aggregating more than $900,000 have been made to firms in the Seattle area, and 
negotiations for additional design work are being conducted with firms in this 
area. During the past year, Mr. Hanson was invited by the Puget Sound Naval 
Shipyard to participate in a ship-design contract, but expressed no interest. 
On August 12. 1952, however, H C. Hanson and Associates addressed a letter to 
the Assistant Secretary of the Navy requesting consideration in the award of con- 
iracts for design services. Mr. Hanson’s firm was advised that it would receive 
careful consideration for such design work as it was qualified to undertake. 

In recent months, firms in the Pacific Northwest have received a very sub- 
stantial amount of vessel construction work from the Navy. Qualified ship- 
building firms in the Puget Sound area have contracts with the Bureau of Ships 
for the construction of 44 mine sweepers of several classes, an inshore fire sup- 
port ship, 91 LVT’s, 5 personnel boats, 19 patrol craft, 27 utility craft, numerous 
barges, conversion of a landing ship, tank (LST) to a battle damage repair 
ship, construction and erection of a 100-ton floating crane, erection of 30- 
and 60-ton floating cranes, and the activation and overhaul of a large number 
of miscellaneous craft other than those vessels under activation and overhaul 
at the Puget Sound Naval Shipyard. This does not include maintenance and 
overhaul operations carried out under the cognizance of the Military Sea Trans- 
portation Service or the Coast Gnard and other associated Government services. 

In his testimony, Mr. Black indicated that small-business firms, including his 
own company, Commercial Ship Repair, of Seattle, Wash., had not received a 
fair share of vessel construction work from the Navy. As you know, the Bureau 
of Ships awards most of its contracts on a competitive basis to those qualified 
firms which, conforming to the specifications and delivery requirements, offer the 
most advantageous proposals to the Government. Due regard is given, of course, 
to the procurement policies established by the Department of Defense and Office 
of Defense Mobilization, including the policy which requires the fullest possible 
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use of small-business firms. The Bureau of Ships is not, however, authorized 
to allow price differentials to small businesses. In the case of Commercial Ship 
Repair, the prices heretofore quoted have not been low enough to warrant favor- 
able consideration. 

Many other small-business firms in the Pacific Northwest, however, have 
received substantial amounts of naval vessel construction. For example, during 
the period January 1, 1952 through June 30, 1952, small-business firms in this 
area received contracts aggregating $17,140,405. During this period vessel con- 
tracts having a total value of $313,848,564 were awarded by this Bureau as a 
result of competition. This included vessel contracts susceptible to small-buasi- 
ness participation in the amount of $195,377,536. Small business received con- 
tracts totaling $102,530,974, or 52.5 percent of the work for which they were 
eligible in this period. Of this total, small firms in Washington and Oregon 
received, as previously stated, contracts for $17,140,405, or 8.8 percent. Prior to 
January 1, 1952, mine-sweeper contracts totaling $62,410,700 had been awarded 
to small firms in these States. Small businesses in the Pacific Northwest are, of 
course, further assisted by subcontracts and purchase orders let under many of 
the prime contracts awarded in this area to both large and small firms. 

I trust that the enclosed statement of the Bureau of Ships will suffice to answer 
the many unfounded allegations made at the subcommittee’s recent hearing in 
Seattle. Representatives of the Bureau of Ships will be pleased to appear per- 
sonally before the subcommittee to provide any additional information which may 
be desired. 

Sincerely yours, 


H. N. WALLIN, 
Rear Admiral, United States Navy, Chief of Bureau. 


STATEMENT OF THE BUREAU OF SHIPS, NAVY DEPARTMENT, FOR INCLUSION IN THE 
Recorp IN ResuTTAL or TESTIMONY BY CERTAIN Paciric NoOr?THWEST 


LUSINESSMEN 


Nore.—Page numbers in this statement refer to volume 2 of the Report of 
Proceedings of Subcommittee No. 1, dated July 14, 1952. 


ANSWER TO STATEMENT OF H. C. HANSON, NAVAL ARCHITECT AND MARINE ENGINEER, 
SEATTLE, WASH. 


“Mr. Hanson. First of all, they are setting up these contracts as far as the 
shipping area on the basis of critical labor areas, and that does not seem to me 
to be constructive” (p. 211). 

“TI understand that they are allocating all of this work on a critical-area basis, 
but to let the work go to Bellingham—there are people here in town that need 
work and they would rather go out fishing rather than move to some other place” 
(p. 218). 

This statement apparently refers to the Navy's implementation of Defense 
Manpower Policy No. 4. This policy was not originated by the Navy but was pro- 
mulgated by the Office of Defense Mobilization in order to give preference in 
the awarding of defense contracts to certified surplus-labor areas. Pursuant to 
a directive of the Munitions Board, the Bureau of Ships began implementing 
this policy on March 20, 1952. On August 27, 1952, the Office of Defense Mobili- 
zation, partly as a result of the Bureau's efforts, exempted the shipbuilding 
industry from the continued operation of the policy's surplus-labor-area pref- 
erence procedures. 

Only a small number of vessel-construction contracts have been awarded to 
firms in critical labor areas as a result of this policy. The value of these con- 
tracts awarded during the period March 20, 1952, through June 30, 1952, was 
$12,163,830, as compared to a value of $165,253,567 for all vessel-construction 
contracts awarded by the Bureau during the same period. 

From his statement, Mr. Hanson evidently believes that Defense Manpower 
Policy No. 4 was in effect when Bellingham Shipyard Co. was awarded its con- 
tracts for the construction of minesweepers. It should be noted, however, that 
the last of three minesweeper contracts awarded by this Bureau to Bellingham 
Shipyard Co. was awarded on February 29, 1952. It is apparent, therefore, that 
this policy could have had no effect on these contract awards. Moreover, Bel- 
lingham was never certified by the Office of Defense Mobilization as a “certified 
surplus-labor area” and, hence, could not have received preference under the 
policy. 

During the period January 1, 1952, through June 30, 1952, only one other ves- 
sel-construction award was made to any firm located in the city of Bellingham. 
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This contract, aggregating $429,689, for the construction of 13 44-foot steel patrol 
and utility boats, was awarded to the Weld Craft Steel Co. All of these con- 
tracts to Bellingham Shipyard Co. and Weld Craft Steel Co. were awarded as 
a result of competitive negotiations among qualified firms and were not “allo- 
cated,” as indicated by Mr. Hanson. 

Since during the discussion concerning Defense Manpower Policy No. 4, the 
Honorable Hugh B. Mitchell expressed an interest in whether or not the State 
of Washington had lost contracts as a result of the operation of the policy, I am 
listing below each of the firms which have received Bureau of Ships contracts 
and each of the areas which have been deprived of Bureau contracts as a result 
of operation of the policy : 


i 


Area losing 





Type of vessel omseed Contractor Contract No.| Amount! 
37-foot patrol boats. - -. California T. Barry Kingman, Cataumet, | Nobs-5598 | $68, 024 
Mass. 
AMS 60-foot class mine do___. Consolidated Shipbuilding, City | Nobs-3155.. | 5, 205, 000 
sweepers. Island, N. Y. 
120-foot hull deck cargo | Iowa Sound Shipbuilding, College | Nobs-5406__ | 204, 150 
barges. Point, Long Island, N. Y. 
210-foot floating repair | Mississippi..... Bethlehem Steel Corp., Staten | Nobs-5619_. 5, 996, 655 
shops. Island, N. Y. 
RS eeuhunanenes , prubedadiocitiacsencocconrs = — 12, 163, 830 





! Includes cost of centrally procured and Government-furnished material. 


Congressman Mitchell may have had in mind contract Nobs-3155, which was 
awarded to the Consolidated Shipbuilding Co., of City Island, N. Y., a certified 
surplus-labor area, after this company had agreed to meet the lowest proposal 
received for this work by the Bureau. This proposal for the construction 
of three 138-foot mine sweepers at a unit price of $670,000 had been sub- 
mitted by the Harbor Boat Building Co., of Terminal Island, Calif. The quota- 
tion was $9,503 per unit less than the quotation submitted by the Puget Sound 
Boat Building Co., of Tacoma. If the Terminal Island firm had not quoted a 
lower price and if manpower policy No. 4 had not been applicable, the award 
would probably have been made to the Tacoma firm. 

“Mr. Hanson. Now, then, another thing that I don’t like to see is that they 
throw contracts for years ahead in one place. To speak specifically, it is nice to 
feel that the contracts are let, but not for years ahead, like to Bellingham and 
to this National Steel down in southern California; they are taking work a long 
ways ahead and not giving it to other people that are competent and in other 
areas” (p. 212). 

“Now, the talk is that the Navy lets this work because they save money. Well, 
they would save money in the end by placing this work and distributing it around 
and by being a little bit more careful about specifying about what goes into the 
contracts” (p, 213). 

It is the Navy’s policy, insofar as practicable, to distribute its vessel-construc- 
tion work throughout the country in order to maintain a broad procurement base 
and to encourage dispersal of operating shipbuilding facilities. Both of these 
military objects are essential if defense needs for ships and craft are to be met 
in the event of total mobilization. 

Most of the Bureau's contracts are, of course, awarded on a competitive basis 
to those firms offering the most advantageous proposals to the Government. This 
is possible because the volume of defense ship and boat construction is small in 
relation to the great number of qualified shipyards seeking to obtain contracts 
for this work. The Bureau has found that its practice of awarding vessel- 
construction contracts on a competitive basis (1) has proved economical to the 
Government as well as equitable to the private shipyards and (2) has resulted 
in a wide distribution of work throughout our country’s maritime areas. 

The National Steel & Shipbuilding Corp., of San Diego, Calif., has received nine 
contracts aggregating $18,631,201 since October 1951. Bach of these awards 
resulted from competition among qualified firms. 

Prior to making each award, the Bureau established to its complete satisfac- 
tion that the company had the facilities and capacity to perform the work. The 
delivery schedules in the contracts were not adjusted to accommodate the com- 
pany but were established by the Bureau in keeping with the operational require- 
ments of the Navy before the contracts were awarded. They extend over a 
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period of 27 months and not for “5 or 6 years” (p. 215). To accept the pro- 
posals of the next lowest bidders, the Bureau would have had to needlessly 
spend an additional $1,600,000. 

In view of Mr. Hanson’s allegations concerning Bellingham Shipyard, a review 
of the 165-foot and 138-foot mine sweeper procurement programs in which 
Bellingham has participated appears desirable. In both of these programs, 
qualified firms throughout the country were invited to submit competitive pro- 
posals. Nine Washington firms were invited to quote on procurements of 165- 
foot mine sweepers, with the following results: 

Number o 


Firm units awarded 


J. M. Martinac, Tacoma 

Puget Sound Boat Building Co., Tacoma 
Pacific Boat Building, Tacoma 
Peterson Boat Building, Tacoma 
Western Boat Building, Tacoma 
Everett Marine Ways, Everett 

Seattle Shipbuilding & Drydock, Seattle 
Sagstad Shipyard, Seattle 

Bellingham Shipyard, Bellingham 


In the procurement of 138-foot mine sweepers, 15 Washington firms were 
invited to submit proposals with the following results : mine 
umoer 0. 


Firm units awar 


J. M. Martinac, Tacoma 

Puget Sound Boat Building, Tacoma 

Pacific Boat Building, Tacoma 

Peterson Boat Buiiding, Tacoma 

Tacoma Boat Building, Tacoma 

be ie Re ee ORS ee ee ES 2nk 
Seattle Shipbuilding & Drydock, Seattle : 
Sagstad Shipyard, Seattle 

Maritime Shipyard, Seattle 

Shain Manufacturing Co., Seattle 

Lake Union Drydock Co., Seattle 

Chillman Shipyard, Hoquiam 

Berg Shipyard, Blaine 

Everett Marine Ways, Everett 

Bellingham Shipyard, Bellingham 


The total contract value of the 130 vessels of both classes comprising these 
awards amounted to $179,152,268. The total contract value of awards in both 
classes of mine sweepers received by Washington firms amounted to $51,001,700, 
or 28.46 percent. From this it will be noted that the State of Washington has 
received a very high percentage of mine-sweeper construction and that not only 
Bellingham but other yards in the State of Washington are participating in 
these programs. The Bureau conducted a careful investigation of the facilities, 
experience, and financial competence of all of these contractors, including the 
Bellingham Shipyard Co., prior to making the awards. 

Mr. Hanson's injunction that the Bureau be “a little bit more careful about 
specifying about what goes into the contracts,” is too vague for any attempt at 
rebuttal. 

“Mr. Hanson. The yards—2 years ago I was called upon by Mr. Sanford, of 
the American Shipbuilders Council, to represent certain shipyards in this area, 
who would be the most proper to build the 165-foot mine sweepers with the 
facilities available.” 

“Well, I did not recommend the Bellingham yard, I recommended the Everett 
yard and I recommended the Commercial Ship Repair over at Winslow and I 
recommended the Western Boat Building Co. and Dyer at Astoria, and they were 
suited to building large vessels without expansion.” 

“Only one of those received—and I recommended the Seattle Ship, too, for 
the large ships—and two of those out of the five received that type of contract.” 

As previously indicated, this Bureau invited most of the firms mentioned 
by Mr. Hanson, to submit proposals for the constrution of minesweepers. Two 
of these firms, Bellingnam and Seattle Shipbuilding & Drydock Co., submitted 
quotations which were low enough, on a competitive basis, to permit the Bureau 
to award them contracts for this work. 
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Mr. Hanson’s implication that the Bellingham Shipyard Co., was not qualified 
to construct these minesweepers has no basis in fact. The 165-foot minsweepers 
being constructed by this company are smaller than the 186-foot salvage vessels 
(BARS) built at the Bellingham’s yard during World War II. These salvage 
vessels were constructed on three of the existing ways at the shipyard. More- 
over, as previously indicated, the Bureau conducted a complete survey of Belling- 
ham’s facilities before awarding contracts to this firm. It was determined that 
Bellingham was fully qualified, both as to facilities and experience, to carry out 
the provisions of these contracts. Likewise, the National Steel & Shipbuilding 
Co. of San Diego and the Avondale Marine Ways of New Orleans, both of which 
Mr. Hanson indicated have facilities that “half-exist” (P. 221) were determined 
by the Bureau to be well qualified to perform the work which has been awarded 
to them. Each of these firms had well-equipped operating facilities before they 
received contracts. The past and present performance of these yards is more 
than adequate confirmation of the Bureau of Ships’ opinion that they do have 
adequate and satisfactory facilities. 

“Mr. Hanson. Oh, yes, another thing was that the original contracts specifi- 
cally expanded—the expansion of a shipyard, and that they were to use the 
facilities available to them, and that is not being practiced.” (P. 215.) 

“And another item was that in making these laminated frame jobs, in the 
meeting in New York it was clearly the understanding to the original contractors 
that they were to receive reimbursement for the expansion of the yards due to 
the lamination process.” 

“IT understand that that has not taken place.” (P. 216.) 

Letters of invitation issued in connection with all competitive procurements 
of 165 and 138-foot minesweepers contained the following clauses: 

(i) “Prices may include cost of tools, jigs, dies, or other equipment having 
a unit cost of $500 or less and having no utility to the builder except in the 
performance of the work involved. Any such costs included in the estimates 
submitted should be explained in detail.” 

(ii) “No other facilities will be paid for as a direct charge to any contract 
issued for construction of these vessels, nor will the Bureau of Ships undertake 
to furnish or finance facilities on any other basis.” 

As a condition precedent to award, every contractor submitted to the Bureau 
a signed statement that he had adequate facilities to perform the contracts and 
that he would not require or request Government financing or facilities. 

While certain equipment and preconstruction costs were allowed under the 
contracts, in no known instance was a contractor allowed the cost of a unit of 
equipment exceeding $500. Contractors were not, of course, excluded from 
obtaining additional financing or facilities from private sources. 

With respect to Mr. Hanson's statement concerning a meeting in New York, 
it is not clear what he means when he states that the original contractors were 
to receive reimbursement for the expansion of the yard due to the lamination pro- 
eess. If he is referring to capital facilities, his statement would appear to be in 
complete divergence to his statement on page 215 set forth above. If he is re- 
ferring to special tools, jigs, dies, and fixtures required solely for the lamination 
process, the contractors are being reimbursed for allowable costs pertaining to 
such items. 

“Mr. Hanson. They should have placed the small minesweeps of the 144-foot 
size, and not spent all of that money for any buildings, and they must have spent 
between $300,000 and $400,000 for new buildings up there (at Bellingham) which 
was not a proper expenditure under the original contracts that they awarded the 
bids under.” (P. 216). 

“Now, take for instance up in Everett, they have to build sheds about 220 feet 
long. Well, wouldn't it have been a lot more sensible to place the big minesweep 
contracts in Everett and then give the small minesweeps in Bellingham without 
building those big, elaborate buildings that cost $300,000 or $460,000, throwing it 
out of the window—and that differential certainly is not in the contract.” (P. 
oe 
Mr. Hanson’s statement that the Navy Department spent between $300,000 or 
$400,000 for new buildings at the Bellingham Shipyards Co., is incorrect. There 
have been no expenditures of Government funds for production facilities at the 
Bellingham Shipyards Co. The Navy has expended funds in the amount of $16,- 
390.71 solely for security measures necessary to protect Government-owned pro- 
perty, such security measures being of such a nature that they would not be re- 
quired by the contractor in his normal commercial business. The Bellingham 
Shipyards Co. leases their yard facilities from the Port of Bellingham Authority. 


86267—52—pt. 4——12 
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The facilities referred to by Mr. Hanson costing between $300,000 and $400,000 
were facilities furnished by the Port of Bellingham Authority, the cost of which 
the Navy Department has no knowledge. 

Everett Marine Ways, Inc., was invited te quote on two procurements of 165- 
foot minesweepers. However, the quotations received were too high to warrant 
favorable consideration. Everett’s unit price on five vessels in the first procure- 
ment was the seventeenth highest out of 23 proposals received. Everett's unit 
price on five vessels in the second procurement was the thirteenth highest out of 
21 proposals received. 

“Mr. Hanson. They are spending probably—well, the greatest expense of any 
vessel that was ever constructed in the history of man.” (P. 214.) Also, “it 
seems as though these yards have to bid extremely low in order to get the work.” 
(P. 215.) 

While these contradictory statements appear to answer themselves, it may be 
noted that all of this Bureau’s contracts have been negotiated in good faith by the 
Navy. It is assumed, of course, that in submitting competitive price estimates 
and in negotiating a contract, prospective suppliers reserve a margin of profit 
sat's*actory to themselves and that they do not price themselves out of business 
in order to get a Government contract. The Bureau knows of no instance where 
a contractor ever asserted that he was coerced into taking a contract unaccept- 
able to him. In the case of the minesweepers, all of these contracts contain pro- 
visions for reimbursement of the contractor for increased costs of labor and 
material. 

“Mr. Hanson: Now, one of the things that I want to bring out in particular 
here, and I think I should, is that in April a year ago I was in a meeting in the 
Supervisor of Ships’ office with a group of approximately 30 people, in the 
letting of these 165-foot minesweep jobs, which is a laminated oak-frame job, 
glued together ; and so help me, I don’t want any son of mine on that minesweep 
and I don’t think anybody else does. 

“I know Admiral Wallin and I know Admiral Sylvester; they should place 
lock bolts through the planking to hold that frame together instead of depending 
solely on glue to hold it together, and that is what is going on now. (P. 213.) 

“Now, there are other things in there, but that is one item that—oh, yes, one 
more item was that at this meeting I brought out the fact that these people 
should not dry this lumber to make these frames because, if they did know it, I was 
telling them, that when you dry lumber it becomes brittle and it breaks like 
glass and therefore they should be very cautious about building a vessel of that 
soit, with that type of work. Now, you can go to the record and find that.” 
(P. 214.) 

Mr. Hanson's statement that he did not approve of the use of dry lumber for 
frames on boats is a broad statement. If applied to the new-construction, AMS- 
60-class minesweepers, this statement is erroneous as there is no limitation on 
the moisture content of nonlaminated frames since these frames are wet steam 
bent. For laminating purposes, the moisture content of lumber is required to be 
within the range of 8 to 15 percent; this is predicated upon numerous laboratory 
and field tests. This requirement cannot be waived for laminated members in 
any of the new construction minesweeper shipbuilding programs, as it is essential 
that lumber be relatively dry for satisfactory lamination. Lamination permits 
the utilizition of smaller members without sacrifice of strength and weight ratio 
in comparison to solid members. 

Mr. Hanson's statements that he did not approve of the method by which 
minesweepers are being constructed, that these methods were not safe, and that 
the Navy refused to do anything about it are too broad in scope to make an 
engineering analysis. Mr. Hanson no doubt does not have at his disposal 
complete information on the operational requirements nor the characteristics of 
these ships. The Navy has contracted with known reputable naval architects for 
the plan development and engineering consultation. In addition, each and every 
specific authentic suggestion has been investigated by the shipyards involved, the 
equipment manufacturer, the naval architect concerned, and the Navy's engineers. 
Merited suggestions and recommendations have been incorporated into the design 
of these ships. If Mr. Hanson has knowledge of any unsafe existing specific con- 
dition, the Navy will appreciate having this knowledge. In addition, all recom- 
mendations received by the Navy for improvement, regardless of the source, are 
evaluated and if warranted, are incorporated. 

Marine laminating is an exact technical art born of World War II shipbuilding 
needs for large high-quality structural timbers. Experiments of the Forest 
Products Laboratory, 12 years of research in marine laminating and service 
tests are the basis for tse Bureau's specifications. The lumber industry in the 
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West and South has recognized that the laminating process is solving the size 
and quality requirements of wood for use in shore and marine structures. As a 
result, the industry is developing commercial standards for such use. 

“Mr. Hanson. We don’t seem to be given any work in this area in the design 
field, myself and others.” (P. 213.) 

This Bureau has awarded architectural and engineering service contracts to 
W. C. Nickum & Sons and to Carl Nordstrom, both of Seattle, Wash. In addition, 
the Puget Sound Bridge & Dredging Co. has a design contract, the estimated 
value of which is $750,000. This contract is for the development of contract 
plans for a prototype vessel. Furthermore, the Puget Sound Naval Shipyard 
had contracts for design work with W. C. Nickum & Sons and Carl Nordstrom. 
To date, the total expenditures under these contracts are approximately $185,000. 
Mr. Hanson was also invited by the Puget Sound Naval Shipyard to participate 
in these design contracts. He has not yet expressed any interest to the Shipyard 
in bidding on such work. However, in a latter dated August 12, 1952, to the 
Assistant Secretary of the Navy, H. C. Hanson and Associates indicated a desire 
to obtain design work. The Bureau will give this firm careful consideration 
for any available design work which it is qualified to undertake. 


(See pp. 3019-3023 for additional statement by H. C. Hanson.) 


ANSWER TO STATEMENT OF EDWARD A. BLACK, COOWNER, COMMERCIAL SHIP REPAIR, 
SEATTLE, WASH. 


“Mr. Brack. We have been surveyed by the Navy since about 1949, when they 
were thinking of going into new construction on barges and tugs. We have 
submitted bids on every invitation we have been invited to bid on. To date 
we have not received any contracts or any encouragement.” 

“The thing that bothers us a little bit is the way that the Navy is awarding 
these contracts without rhyme or reason.” (P. 225.) 

“Unless there can be some relief to these smaller yards, it is hard to see how 
they can stay in business in competition with these large yards who are in a 
poition to pressure someone or to have lobbies to put en pressure.” 

“But we cannot afford to go to Washington because there are only two of us 
that run the business and finance it.” 

“And I might say on the financing of our company, there has not been any 
Government financing and we have never had a cost-plus job, everything is on a 
strictly competitive basis. We have built the business that way.” (P. 227.) 

The Commercial Ship Repair hus been invited by the Bureau of Ships to par- 
ticipate in those procurements of ships and craft which this yard is considered 
capable of undertaking. The company has submitted quotations on a number of 
procurements but has received no awards to date solely because its price quota- 
tions have not been low enough, on a competitive basis, to warrant favorable 
consideration. Mr, Black himself acknowledged the advantages of making 
awards through competition when he stated that “everything is on a strictly 
competitive basis. We have built our business that way.” 

Mr. Black is of the opinion that small yards are at a competitive disadvantage 
in bidding against large yards. However, in procurement made by this Bureau 
during the past 2 years, small shipyards have frequently underbid large yards 
in competing on certain types of vessel construction. For example, during the 
period January 1, 1952, through June 30, 1952, small business firms in the 
Pacific Northwest received contracts for vessel construction aggregating $17,140,- 
405. During this period vessel contracts having a total value of $313,848,564 
were awarded by this Bureau as a result of competition. This included vessel 
contracts susceptible to small-business participation in the amount of $195,- 
377,536. Small buinesses received contracts totaling $102,530,974, or 52.5 per- 
cent of the work for which they were eligible in this period. Of this total, 
small firms in Washington and Oregon received, as previously stated, contracts 
for $17,140,405, or 8.8 percent. Prior to January 1, 1952, minesweeper contracts 
totaling $62,410,700, had been awarded to small firms in these States. Small 
business in the Pacific Northwest are, of course, further assisted by subcontracts 
and purchase orders let under many of the prime contracts awarded in this 
area to both large and small firms. 

It must be emphasized that contracts of the Bureau of Ships are not awarded 
as a result of “pressure” exerted by “lobbies” or other interests. As has previ- 
ously been stated, the Bureau of Ships awards most of its contracts on a com- 
petitive basis to those qualified firms which, conforming to the specifications and 
delivery requirements, offer the most advantageous proposals to the Government. 
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Price is usually the controlling factor, and it has been the Bureau’s experience 
that small-business firms are often in a better position to offer low prices than 
large firms. 

“Mr. Brack. This Bellingham situation, to give you people a picture who are 
not familiar with this area, that was a yard practically out of business in 1946. 
It did quite a job during the war, but as soon as the war money was over they 
practically went out of business. In fact, Mr. Talbert was trying to get someone 
to take it over. He has never owned the yard; it was owned by the city of 
Bellingham. I believe that they awarded him $25 million in contracts. 

“Now, it is hard for people to believe that anybody without facilities is awarded 
$25 million and then the Government loaning him some $25,000 to be in business. 

“With La Conner it was the same way; they had some $200,000 in contracts 
for mine sweepers, and they had not facilities, no background—I guess he did 
build in World War IIl—but there were no facilities there“ (p. 225). 

Prior to the award of contracts to the Bellingham Shipyard Co., the Bureau 
of Ships conducted a thorough survey of the company’s facilities and determined 
that it had an active, well-equipped yard in operation, The Bureau also inquired 
into the management and financial competence of the company and found that 
both were satisfactory. Mr. Black is correct in his statement that the yard is 
owned by the city of Bellingham or rather the Port of Bellingham Authority. 

Mr. Black, in speaking of the “La Conner” yard, is presumed to be referring 
to the Berg shipyard located at Blaine, Wash. His statement that this shipyard 
had no facilities or background is ineorrect. The Berg shipyard has operated 
for several years at its present site and has had under construction a number of 
steel fishing vessels and other small craft. 

“Mr. Brack. And in Portland it was the same situation with Gunnerson. They 
have, I would say, $10 million or $12 million in contracts building barges, and 
they were awarded the LCN 56-footers and they awarded one contract to him for 
190 of them” pp. 225 and 226). 

“In San Diego this National Steel had—I venture to say they have $40 million 
in contracts on barges, 100-foot tugs, 60-foot tugs” (p. 226). 

By “Gunnerson” it is believed that Mr. Black is referring to the Gunderson 
Bros. Engineering Corp., of Portland, Oreg. Prior to awarding contracts for 
barges to this firm, the Bureau of Ships conducted an on-the-site survey of this 
company and determined that it had the necessary facilities in operation to 
perform the work required by these contracts. 

The Navy has awarded Gunderson Bros, Engineering Corp. two contracts for 
120-foot steel-deck cargo barges for a total contract price of $2,561,125. 

National Steel & Shipbuilding Corp. has been awarded nine vessel-construction 
contracts for a total contract price of $18,631,201. 

“Mr. Birack. We have * * * a 100,000-ton floating drydock” (p. 227). 

While this statement as to a 100,000-ton floating drydock may be a typograph- 
ical error, it is believed advisable for the record to say that Commercial Ship 
Repair operates a 1,000-ton rather than a 100,000-ton floating drydock on lease 
from the Navy’s Bureau of Yards and Docks. 

“Mr. Biack. We have just bid some 70-foot LCN’s. There were 431 of them 
bid and out of the 481 the Navy awarded it to three contractors. To Higgins 
alone they awarded 320 of them—that is $15 million—and that doesn’t make 
sense in helping small shipyard facilities in case of a national emergency” 
(p. 226). 

“T have sent Admiral Wallin a letter telling him I was somewhat amazed on 
how the Navy in Washington could award these LCN’s, 70-foot boats, to three 
contractors. It certainly didn’t stand with the Government's policy on small 
business, to help the small-business men” (p. 226). 

A careful evaluation of all the proposals received by the Bureau of Ships from 
qualified firms for construction of these craft indicated that Higgins, Inc., of 
New Orleans: Olsen Shipyards, Inc., of Chicago; and American Pipe & Construc- 
tion Co., of Portland offered the best over-all prices to the Government. It was 
also established that these companies were capable of performing the contracts 
satisfactorily and within the delivery period required by the Government. In 
these circumstances, the Bureau had no other alternative but to award these con- 
tracts to these companies. The Bureau had no authority to accept higher prices 
in order to spread the awards among a number of small-business firms. 

Mr. Black stated that he did not know how his price quotation on the pro- 
curement of LCM (8's) compared with prices quoted by Higgins and others. It 
was indicated that the Bureau of Ships had declined to furnish him this infor- 
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mation. During this part of Mr. Black’s testimony, Congressman Mitchell 
expressed particular interest in the Bureau's policy of withholding comparative 
price information until after a contract has been awarded. 

It is this Bureau's policy not to release details as to the contract prices on 
negotiated procurements until after the negotiations have been completed and 
the contracts executed by the respective parties. Any other policy would need- 
lessly jeopardize the interests of the Government. After the contracts = 
been executed, however, the Bureau will furnish, upon request by any bidder, 
comparison of the prices quoted by him with the prices quoted by the succ ron be 
bidders. The Bureau will not, however, even at that time release to unsuc- 
cessful bidders price analyses or other data supplied by any bidder during 
negotiations. To do so would, obviously, amount to a breach of trust on the 
part of the Government in its dealings with individual contractors. 


ANSWER TO STATEMENT OF ARTHUR W. BURCHILL, MANAGER, EMPLOYMENT SECURITY 
DEPARTMENT ; EXECUTIVE SECRETARY, INDUSTRY UTILIZATION COMMITTEE, STATE OF 


WASHINGTON 


“Mr. BuRCHILL. Now, f am not aware whether a Portland company, namely, the 
American Tank & Pipe Co., has ever built ships before. I understand, however, 
from other people in the shipbuilding industry that they have not. 

“They were recently awarded a contract, part of the same one in which Higgins 
is involved, for 99 LCN’s, whereas Birchfield Boiler in Tacoma which had a lot 
of equipment in World War II for shipbuilding and who was also a builder on that 
contract, but not the low bidder as far as we can find out, was surveyed by the 
Navy or perhaps more correctly by the Bureau of Ships (p. 278). 

“At the time these negotiations were going on Birchfield was asked to bid on 
50 of these ships but subsequently they were asked to raise their bid 59-99, which 
they did; but at the same time they asked for it, if it was possible, for the 99 to 
be split so that they could do part of them and someone also could do another 
portion of them. 

“In that same contract a third shipbuilder, namely, the Olson Shipbuilding 
Co., of Chicago, Il, received a contract for 10. 

“The thing that irks Birchfield Boiler, and I am only giving you their state- 
ments—I have not personally checked as to the authenticity of them but I presume 
it is true—it was asked by someone in the Navy what type of equipment they 
needed. 

“They told the Navy they needed a certain piece of equipment. The Navy 
rechecked and said, ‘Are you sure this is the equipment which you need?’ 

“Birchfield Boiler answered in the affirmative and the Navy representative 
said, “The reason we want to know this is that in the future we may be expecting 
you to build something and we want to stockpile the material so you will have it 
available when we call on you.’ 

“The whole point of this particular story is simply this: Birchfield Boiler, 
either rightly or wrongly, felt encouraged with respect to this particular contract 
with that type of an approach.” 

Mr. Birchfield is correct in his statement that the American Pipe & Construction 
Co. which received an award for LCM (8's), is not a shipyard. However, the 
construction of LCM (8’s) is principally a job of steel fabrication rather than 
shipbuilding, and the facilities of the American Pipe & Construction Co. had 
been inspected and approved as being suitable for this work before a contract 
award was made to this firm. 

All of the companies receiving invitations to bid on the LOM (8) procurement 
were afforded an opportunity to submit quotations on any quantity from 10 
to 400. They were not required to bid on any particular quantity. Birchfield 
Boiler Co., Inc., submitted quotations on quantities of 10, 25, and 50. A recapitu- 
lation of Birchfield’s “at yard” price proposal follows: 


Unit fixed price proposal on a quantity of 10__.--___..._____________ $40, 570 
Unit fixed price proposal on a quantity of 25.-........._--______ 40,570 
Unit fixed price proposal on a quantity of 50_._._.._____.__.___________ 40, 570 
Unit fixed price proposal (with escalation for labor and material) on a 
NS Oe is ee a a i i is 37, 565 
Unit fixed price proposal (with escalation for labor and material) on a 
OP Or Wii Ee See a Lid 87, 565 


Unit fixed price proposal (with escalation for labor and material) on a 
NAIR OE DB iii i ieldcbinb bie aati neni 37, 565 
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When negotiations were initiated by telephone with Mr. Oscar E. Nero, 
treasurer of Birchfield Boiler Co., Mr. Nero was asked if the firm wished to submit 
proposals on additional quantities of 67 and/or 32. Subsequently, in submitting 
a proposal on these additional quantities, Birchfield Boiler Co., at the same time 
increased its fixed price proposal (without escalation) by $4,320 per unit and its 
fixed price proposal (with escalation) by $4,000 per unit. As a result of this 
unit price increase, Birchfield Boiler Co.’s proposal was no longer in the com- 
petitive price range and, therefore, could not be considered for an award. 

The inquiries of the Bureau of Ships’ inspector, concerning the equipment avail- 
able to the Birchfield Boiler Co., related to the Bureau’s efforts to determine the 
qualifications of the company while it was being considered for an award. 
Apparently, the company thought it was in line for a contract and when, as a 
result of its own action, an award did not materialize, the company felt that it 
had been wrongfully encouraged. 


ANSWER TO STATEMENT OF R. H. ALLEN, HEAT EXCHANGER CO., SEATTLE, WASH. 


“Mr. ALLEN. We bid on what is called coolant heating system. In Admiral 
Wallin’s words, that is a boiler that heats a ship, furnjshes hot water, and also 
keeps the engines warm when they are in a stand-by condition or, in layman's 
words, when they are not in use. 

“The yards here, five of the small yards were bidding on the 45-foot picket 
boat and due to the fact that we, during the last war, did a tremendous amount 
of small-boat heating for these yards, we were asked for them. 

“Now, the words ‘coolant heating’ were new and the yards did not know what 
it was all about. We inspected the lay-out and found it called for a coolant 
heater made by a company in the East, or equal (p. 284). 

“We received a contract from Blanchard Boat Co., to supply and install it. 
Within about 3 days Blanchard was informed by our competitors who were in 
the East that they were rewriting the specifications on coolant heaters for the 
Bureau of Ships. We also received letters from other yards stating the same 
thing (p. 285). 

“About 3 days later our competitors informed the yards of what the new 
price would be and what the number of the specifications was that would apply 
to it. 

“Blanchard contacted us. We were in contact with the Navy and nobody in 
Naval Inspection or Naval Industrial Defense had these specs or knew anything 
about it. 

“They were finally secured, and when we inspected them it was definitely 
shown it was written around our competitor’s product” (p. 286). 

The original contract for 45-foot picket boats specified that the coolant heater 
should be similar in size and weight to the Model No. 77 coolant heat manufac- 
tured by the Anchor Post Products, Inc., Baltimore, Md. The specifications were 
written in this manner because at that time, the military specification was not 
yet available and so far as was known by the Bureau, the Anchor Post coolant 
heater was the only one that would approach the requirements. Upon comple- 
tion of the military specification, coolant heaters for 45-foot picket boats were 
then specified in accordance with this specification. The Blanchard Boat Co., 
was informed of this change on April 23, 1952, by the supervisor of shipbuilding, 
Seattle, Wash. 

Mr. Allen's belief in a statement reportedly made to the Blanchard Boat Co., 
by his competitors in the East (Anchor Post Products, Inc.), that they were 
rewriting the specification on coolant heaters for the Bureau of Ships is believed 
to be the basis for his grievance. There is no basis to support such a statement 
since the Bureau does not utilize any outside assistance in preparing specifica- 
tions nor are specifications written around any specific commercial article. Writ- 
ing of a military specification serves the purpose of eliminating the original 
reference to a specific commercial unit and of describing requirements in such a 
way that any prospective supplier having the necessary design talent and pro- 
duction facilities can bid as a prospective supplier. That this specification was 
satisfactory for coolant heaters is indicated by the fact that two concerns other 
than Anchor Post Products, Inc., have indicated to the Blanchard Boat Co., that 
they could supply coolant heaters built in accordance with the specifications. 
Mr. Allen’s belief that the specifications were written around the Anchor Post 
Products coolant heater is not considered to have any foundation in fact. More- 
over, Mr. Allen has quoted this company to the effect that they did not have a 
design prepared which conforms to the specifications. 

“Mr. ALLEN. Now, these new specifications are written around a steel boiler, 
galvanized on the inside where water comes in contact with it. We have had 
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many years of experience on board ships. We started putting in Navy installa- 
tions 14 years ago and it has been continued and we knew that this galvanizing 
on board a ship was likely to set up an electrolytic action that would take out 
a boiler in 6 months. We have seen it happen. 

“Also, the specifications on the electrical end for the oil burners were written 
around this particular type of an oil burner in this equipment. It was not 
standard and it did not meet the fire underwriter’s safety code, and even the 
control people said if it did work it would be very dangerous. We requested 
that the specifications be altered. 

“There was another thing that came into this. We were given the data on the 
LCN-6’s and LCN-8’s, the distribution box L-type boats, all of which had this 
equipment specified. The L originally had Crane Co. boilers specified. There 
was no heating of the engines on these boats. 

“An amendment was attached to these spectifications which deleted entirely 
reference to a Crane boiler, which was 150 B. t. u. capacity and substituted a 
heater by this company in the East of 75 B. t. u., no other capacity, no other 
changes made. Every place in the word ‘boiler’ entered into the specifications 
it was taken out and the word ‘coolant’ substituted.” 

The specifications definitely state certain requirements concerning the mate- 
rials to be used and the performance characteristics of the unit, including the 
automatic controls and these requirements, in the experience of the Bureau, 
will afford a durable, dependable, and safe unit. The possibility that galvanic 
action would be injurious is not considered valid. The controls specified do not 
conform to commercial practice but agree with Navy practice and have been 
found to be satisfactory and safe. 

The unamended specifications for the 64-foot L-type boat were prepared by 
the United States Army, calling for a Crane Co. boiler. It is understood that 
such specifications were of World War LI origin. When the Navy had a require- 
ment for this type of boat, an amendment to the specification was prepared by 
the Bureau of Ships requiring a coolant heater instead of a boiler. ‘The change 
was made to obtain a lighter, smaller, and more modern unit. Objection to the 
term “coolant heater” is not considered valid since the Crane boiler referred 
to is in part a water heater, not a boiler, as is a coolant heater. 

“Mr. ALLEN. It came from the representative of the Anchor Post Co., that they 
have a pipeline into the Bureau of Ships, to get their stuff specified.” (P. 289.) 

As indicated previously, there is no foundation for any alleged statement by 
an Anchor Post Products, Inc., representative that they have a pipeline into the 
Bureau of Ships. Moreover, as previously indicated, the current specifications are 
not written around Anchor’s coolant heater. 

Recently, a Bureau of Ships representative visited Seattle to confer with 
Mr. Allen concerning the question of conformance of his heater to specifications. 
It was made clear to Mr. Allen that the Bureau assumes responsibility for the 
adequacy of all specified features of construction and that as a basis for his 
serving as supplier of Navy materials to Bureau contractors he must conform 
to specifications. This he has indicated, he is willing and able to do. It has been 
arranged that the local inspector of naval material will work closely with Mr. 
Allen to assist him in conforming to the specifications. 

It is believed that this Bureau's letter of August 2, 1952, to the Honorable 
Michael J. Mansfield, chairman, Subcommittee No. 1, House Select Committee on 
Small Business, with enclosures, satisfactorily answers many of the allegations 
made at the hearing by Mr. R. H. Allen, of the Heat Exchanger Co., Seattle, Wash. 


ADDITIONAL STATEMENT BY H. C. HANSON 


In rebuttal to Admiral Wallin’s comments relative to my testimony given 
before your committee on July 14, 1952, at Seattle, Wash., I wish to offer the 
following in furtherance thereto: 

1. Relative to my testimony given I have never had the opportunity to check 
whether it had been correctly transcribed until now, or whether my ideas had been 
correctly received. So I shall write in here my ideas correctly expressed first 
before giving the answer to Admiral Wallin’s remarks: 

It was my understanding at the time of the hearing that Tacoma was to be 
officially proclaimed a critical labor area for any new work that may be let. 
Therefore my testimony was in this regards and had no bearing whatsoever on 
any work that had been let in the past. Therefore the conclusions as drawn 
by Admiral Wallin under his paragraph on bottom of page 1 as to Defense 
Manpower Policy No. 4 are incorrect. I agreed that the last minesweeps let 
on February 29, 1952, were the proper contracts for this yard and should have 
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been placed there in the first place, since this type contract did not cause the 
expenditure of extra labor and materials, and‘ Was @¥sistent with the ideas 
expressed when the Navy first started letting original contracts, that no contracts 
would be given where any facilities would have to be expanded in order to accom- 
plish it. The Bellingham yard had to expand as did the Martinac yard, in 
direct contrast to instructions to bidders on these vessels. 

Reference is made to page 2, paragraph 2, about the contract for the thirteen 
44-foot steel patrol and utility vessels let to Weld Craft Steel Co. Mr. Wallin 
states that this contract was let on competitive “negotiations” among qualified 
firms and were not “allocated.” And that this was let at $429,689. 

Just to get this straight I don’t know what competitive negotiations are, you 
are either competitive or you are not, likewise you negotiate or net, you just don’t 
do both at the same time; that’s impossible. Now the bids asked for quotes on 
six of these vessels, the company mentioned quoted about $26,000 per vessel for 
six, the next high bidders were all in a range of from $50,000 and up and a 
number of bids from this area were Weldit Tank & Steel in the same city with 
Weldecraft, and it is a very well-qualified company both in ability and in finances, 
the other was an Olympia concern, also able in both ways, So far as I know, 
neither one of these was called in for competitive “negotiations” yet they were 
the next high bids, so where was the competition? Now without any consultation 
with the next high bidder, what happens? The announcement comes out that the 
contract was awarded to this “competent” bidder who bid half the price of the 
next bidder (actually in my own business I would have called this bid incompetent 
and would have thrown it out on that reason alone, but not the Navy, they 
rewarded this bidder with 13 vessels instead of 6 at a price of $33,053 per vessel). 
I will leave this to your own conclusions as to fairness or good business of this 
award. 

Relative to Admiral Wallin’s remarks, page 4, paragraph 3, in which he states 
that it is the Navy policy to distribute its vessels construction work so to main- 
tain a broad procurement base and to encourage dispersal of operating shipbuild- 
ing facilities, I ask then how come that 10 large 165-foot vessels were awarded 
to Bellingham along with 6 138-foot vessels. I see no dispersal here unless this 
is in the eyes of the Navy a small contract, the total of these contracts are in the 
neighborhood of $22,000,000. This isn’t small in my judgment. (Please note 
picture and news item attached.) 

On page 5, paragraph 1, Admiral Wallin states that these contracts extend 
over a period of 27 months and not for 5 or 6 years. These contracts have now 
been in existence since 1951, or well over 15 months. I have seen the operation 
and there is no possibility whatsoever that these vessels will be completed for 
another 3% years and possibly 444 years, which will make the contract extend 
for 5 to 6 years just as I stated. The only way this can be reduced is to work two 
or more shifts and I see no effort being made to do that. In order to comply 
with the terms of the bids and work these shifts along with overtime, there isn’t 
any question in my mind that the costs would exceed what the contracts were 
awarded for. I am sure the Navy officials well know they cannot get delivery 
of these vessels in 27 months from the date of the contract. Had they, however, 
let these on a fair dispersal basis, they would get them in the time of 27 months 
as originally contemplated. (See picture attached.) 

On page 7, paragraph 2, Admiral Wallin’s comments that my statement here 
about being a little more careful about specifying about what goes into contracts 
as being too vague to attempt rebuttal. I shall just name two items of construc- 
tion, and could go on and on if so desired. 

The lamination of skegs to depths of 4 feet or so is just plain ridiculous and 
costly no end, the fitting of deck fastenings in such numbers as to practically 
destroy the strength of the lumber itself is another. On these two items costs 
could be reduced 50 percent without trouble at all. I should like nothing better 
than to sit across the table from those that are responsible for this and other 
items, with a group of able builders to the side to decide as to who is right, and 
were this done, the savings would be substantial, I assure you. I would under 
no circumstances consider a Navy board with its unilateral decisions. For I 
realize that what I say here will not make the officials of the Navy my friends. 
However, I have never had a direct contract with the Navy in my first 60 years 
so that won't make much difference. My only purpose is to try and see that 
the United States gets the best possible advice that I can give and that to the 
end that no lives be lost because of faulty construction methods, and I honestly 
believe faulty methods are being used in the 165-foot wooden mine sweeps. I 
advised one of the Government departments in plenty of time on some faulty 
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design in the last war, and this advice was not heeded, with the result that 
several vessels and lives were lost. If any further data I wished on this, I shall 
be glad to furnish same. 

On page 8, paragraph 3, Admiral Wallin states that I imply that the Bellingham 
shipyards were not qualified to construct these mine sweeps. Nothing in my 
testimony indicated any such implication. How could I imply any such thing 
when I was the cause of the existence of the Bellingham shipyards as a wartime 
shipyard. I personally installed the management and staff of this yard and 
carried it to the conclusion of its first contract and also made the bids for this 
yard and got the contract under way on the very 186-foot vessels that he states 
were built at this yard. If the admiral didn’t know this before, he knows it now. 

I again repeat my criticism here is that this yard was not prepared to construct 
the 165-foot vessels at this time without considerable improvements and ex- 
penditures, which is the very thing the Navy stated was not to be done. The 
yard was prepared to build the 138-foot vessels without expansion and expense 
and these were the proper award under the terms of the bids. (See picture 
attached. ) 

The Bellingham yard was not qualified under the terms of the bids for the 
165-foot vessels: the fact that the expenditure of $400,000 for buildings testifies 
to that. I again repeat that Commercial Ship, Seattle Ship, Everett Marine 
Ways, Astoria Marine were the only ones in the Northwest qualified to build 
without a large expenditure and expansion, which were the terms of the bids 
for these vessels. (See Admiral Wallin’s remarks, p. 9 of this testimony, pars. 
6 and 7, which show that no expansion was to be allowed.) 

With respect to paragraph 2, page 10, about the meeting at New York with 
the original builders: At that time these builders all had or were to have a letter 
of intent and no contract had been negotiated. But I certainly left this meeting 
with the distinct impression that they had to go to considerable expense to put 
up a laminating processing plant for the simple reason that Timber Structures, 
the originators of this laminating idea for the Navy, would not be able to handle 
all the work in time to complete the contracts in accordance with delivery re- 
quired by the Navy. Considerable time was spent looking over different methods 
of the laminating process, and it was obvious that some of the plants would be 
unable to go ahead without expansion of this sort, in direct contrast to the 
clause on page 9, paragraphs 6 and 7. Certainly if delivery could not be made 
by Timber Structures, how were the laminated frames to be obtained other than 
by expansion at that time? 

On page 10, Admiral Wallin’s statement that Bellingham did not expend $300,000 
to $400,000, and that the Bellingham Port Authority paid for it, certainly doesn't 
alter the facts that the expansion took place at the expense of the Bellingham 
or Whatcom County taxpayers. This was directly contrary to the provisions of 
the bid, in my judgment. 

Refer to page 11, paragraph 3, referring to my statement that “The 165-foot 
minesweeps are being built at the greatest expense in the history of man.” I 
believe this to be true; certainly I have heard no one dispute it. The second re- 
mark, “It seems as though these yards have to bid extremely low in order to get 
the work.” This latter remark was not made in conjunction with the first state- 
ment, and it seems out of place to miscontrue deliberately. The latter remark 
was made in connection with the award of the small steel vessels to the Belling 
ham Yard, to the National Steel, and to the over-all contracts to the Bellingham 
Yards, which bids all were very low and were all rewarded with additional work 
to compensate for their low bids. I speak about this for the reason that I have 
been awarding contracts for a great many years, and the matter of asking for 
prices for 2 or 4 vessels as against 10 or more vessels makes a great difference, 
and all the bidders should have the same opportunity to negotiate, not just one 
who may be low or deliberately low. And as I stated in my testimony in many 
cases the type of bidder who bids that way just makes trouble for the buyer, and 
the Navy should know this better than anyone else. 

Refer page 12, paragraph 3. I have gone to the Navy Bureau of Ships, as 
stated, and sketched this idea out to Admiral Sylvester and to L. R. Sanford, 
American Shipbuilders Council, and to Admiral Cochrane. Admiral Wallin was 
not in Washington, so I talked to Admiral Sylvester. I stated that I would not 
depend upon the glue alone to hold these frames together but would insist on 
bolts through the planking and frame, either clinched or nut fastened on the 
inside. I felt that it was nothing short of criminal to build the vessels of this 
type and depend on glue alone to hold it together. I have found no competent 
authority to disagree with me on this. Then to add the fact that by the drying 
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process you have brittle wood to contend with as the Navy has now found out, 
substantiating what I told their representatives what might happen at the New 
York meeting, you have additional hazard. 

Admiral Wallin’s remark last paragraph 12 in which he treats lightly with my 
statement about these frames by saying that I have made a broad statement, how 
does he justify that at the Seattle yard building this type vessel that one frame 
was dropped about 5 feet and broke in three pieces directly across the frame. 
This is the very thing I am talking about and have talked about for 2 years before 
the work was started. I have talked to all the men mentioned in the preceding 
paragraph about this very matter. Long before this thing happened, I attach here- 
to a paper presented to the Society of Naval Architects and Marine Engineers at 
the August meeting at Gearhardt, Oreg. It is a paper on the very subject of the 
laminations in these very vessels, and anyone reading this practical experience 
cannot help but have serious doubts about these vessels and that every precaution 
should be taken to see that no catastrophe comes from this construction. When 
a laminated piece will break completely off at the lift of a wire sling and a frame 
will break off in three pieces at right angle to the grain at a 5-foot drop, it is time 
someone became serious about this matter. The question arises how many brittle 
frames are in the vessels now being constructed. I find no evidence of any drop 
test or otherwise. Shouldn’t someone do something about it? All the written 
data given by Admiral Wallin amounts to nothing in face of the above. 

On page 13, paragraph 2, line 7, Admiral Wallin states that he has contracted 
with known reputable naval architects. I, too, believe that, but at the meeting 
again in New York when I brought out this fact about brittleness when drying, 
I certainly didn’t have anyone dispute me about it. Some of the Navy people were 
quite surprised and your chairman, all credit to him, was impressed about it and 
tried to elicit some discussion again. If minutes were kept of this meeting, 
please refer to them. Certain people know their own fields of work, and no 
one can know all things, but again I have cried out loud about this before any- 
thing may happen, and it behooves someone to try and do something about it. So 
if Admiral Wallin is sincere about sentences 12 and 13, the foregoing is very 
specific, and I believe a direct reply thereto. 

Now as to the final statement of Admiral Wallin: Refer to page 14, second 
paragraph. We don’t seem to be given work in this area in the design field, 
myself and others. I thought that I had made it clear that I had no personal 
request to make, by the statement that I made on page 211, in which I stated 
that I had no ax to grind for myself. I am in a position to speak for the entire 
field of naval architecture and shipbuilding, if you wish. Fear of reprisals that 
may be made, against contractors, is why most won’t speak up. I told Admiral 
Sylvester this when he expressed impatience with people that won't speak their 
mind as I did in his office. 

I am past chairman of the Pacific Northwest section of the Society of Naval 
Architects and Marine Engineers and am a charter member of this section. I 
have been the wheelhorse in organizing this society in the Columbia River area 
and British Columbia area, with Portland, Oreg., and Vancouver, B. C., as head- 
quarters. I am presently public relations chairman for the society for the area. 
For this reason, I am interested in the welfare of those members throughout the 
area. So far as I know, no original design work has been awarded to any 
architects in this area. Therefore, my statement about lack of design work 
awards. The work that has been awarded to W. C. Nickums & Sons and Carl 
Nordstrom is fine, but I do not believe it is original design work, but is detail 
work. 

Such work that has been given to Sparkmen & Stephens, Phil Rhodes, and 
others, where the original concepts of designs and their details are followed up, 
is what I mean. I made a number of original designs of vessels of different types, 
complete with all details, for different departments in the last war. That is the 
type of work referred to. Personally, I do not care for any work where one’s ideas 
of expression wil! be stifled, also where work is impractical. Impractical work 
is incomprehensible to me; therefore, I have no interest whatsoever in detail work 
of that nature given to this area. 

In the last paragraph of page 14, sentence 3 and 4 from the bottom of Admiral 
Wallin’s rebuttal states that H. C. Hanson & Associates indicated a desire to 
obtain design work. You will notice that the date of this request was August 12, 
1952, about 30 days after the hearing of your congressional committee. It should 
not be brought into this discussion, since it was put in after the hearing. Now 
that it has been put in, I will make the statement that I understood that a design 
agent was to be appointed on this coast for certain types of work. I agreed to 
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the use of my name for this request with the idea in mind that in certain phases 
of this work, such as is done on this coast, I believe that we can be of considerable 
help to the Navy or any other department in avoiding some of the happenings as 
described in the foregoing. I would not be a good citizen if I did not think that, 
therefore, I agreed to the use of my name for that request. However, I would 
under no circumstance deprive myself of free expression. I do not have to and 
won't start now on any other basis. 

I have been moderately successful, largely through my private commercial 
design and supervision work, which has been done over a large area of this world, 
and any financial remuneration to me personally from such a ventu™e would be 
secondary. And when my associates prevailed upon me for the use of my name 
to help to bring work to this area, I could see no objection to it. However, they 
have been told that I have been critical of the Navy and their minesweep design 
of structure, as well as their method of allocating work, so they should not be 
too optimistic about their request for such representation. The request was 
forwarded to the Navy in spite of this. 
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THURSDAY, JULY 17, 1952 


Hovse or REPRESENTATIVES, 
SuscomMIrTree No. 1 or THE 
Seiecr Commirter ‘'o Conpucr a STupy AND 
INVESTIGATION OF THE PropLeMs oF SMALL Bustness, 
Minneapolis, Minn. 

The subcommittee met, pursuant to notice, at 10 a. m., in Room J-K, 
Hotel Nicollet, Minneapolis, Minn., Representative Abraham J. Mul- 
ter presiding. 

Present: Representative Mike Mansfield (chairman of the subcom- 
mittee) and Representative Abraham J. Multer (presiding). 

Also present: Representative Roy W. Wier. 

Victor P. Dalmas, of Minnesota, executive director of the committee 
staff, and Jeremiah T. Riley, counsel. 

Mr. Muurer. Ladies and gentlemen, if you are ready, we would 
like to get this meeting under way. 

The House Smal! Business Committee is more than glad to have 
the opportunity to hold a hearing in the city of Minneapolis, in the 
great State of Minnesota. This hearing in Minneapolis is part of the 
committee’s efforts to deal with the problems of small business related 
to the national emergency. 

As you know, Hon. Wright Patman, of Texas, is chairman and Hon. 
Charles A. Halleck, of Indiana, the ranking minority member of the 
House Small Business Committee. They are the only members of the 
committee who are not members of this subcommittee. Nevertheless, 
they attend many of our hearings. Although they are not with us 
today, we want the record to show that they were among the strongest 
advocates of the establishment of the Small Defense Plants Adminis- 
tration and continuously devote much time and energy to the consid- 
eration of legislation and other matters affecting small business. 

Last year, Subcommittee No. 1, of which the Honorable Mike Mans- 
field of Montana is chairman, held 31 hearings in 29 cities in 23 
States. At that time materials shortages and defense contracts were 
foremost in the minds of the witnesses who appeared before our sub- 
committee. Running a close second were the problems described to the 
subcommittee on financing, credit controls, wage and price controls, 
taxes, and a variety of other subjects. 

The inescapable conclusion of these hearings was that the prob- 
lems of small business had been intensified by the mobilization pro- 
gram. It was apparent that some assurance was needed that small 
business would not be required to shoulder undue burdens or to sus- 
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tain widespread injury in this critical period. Out of these hearings 
grew a tremendous demand that small business be represented in the 
Nation’s capital by its own independent agency. In recognition of 
this need, the committee sponsored an amendment to the Defense Pro- 
duction Act which would set up such a small-business agency. At the 
same time, the committee submitted to the House the record of its 
field hearings—convincing proof that something needed to be done to 
protect the interests of small business, and done quickly. 

The result was the establishment of the Small Defense Plants Ad- 
ministration by a unanimous vote in the House of Representatives 
and by an overwhelming majority in the Senate. This agency has 
been in existence since the 1st of November 1951 and has progressed to 
the point of setting up offices in 13 regions throughout the Nation. It 
has been the belief of the House Small Business Committee that the 
agency cannot make its greatest contribution to the solution of small- 
business problems without this network of field offices providing one- 
stop assistance for any small-business man. 

he committee, having sponsored the legislation creating the agency, 
recognizes its responsibility in keeping a close watch over its opera- 
tions. One of the main purposes of the present series of hearings is to 
analyze the field operations of SDPA and to evaluate the worth and 
effectiveness of its entire program. Another equally important ob- 
jective is to obtain a realistic picture of the actual difficulties facing 
small-business men at the present time. Here in Minneapolis, as in 
other places where hearings will be held, we welcome the opportunity 
to hear any small-business man who has a problem which needs to be 
solved or who has observations or suggestions which will be of assist- 
ance to the committee in carrying on its activities. 

This is an open public hearing and all are welcome. In keepin 
with our practice, we have invited representatives of various Federa 
agencies who may be of assistance either on individual problems which 
may come up at this hearing or on general problems which need to be 
brought to the attention of the heads of the agencies in Washington. 
At this point I wish to introduce those who are associated with the 
subcommittee in these hearin 

I might add this additional comment. The House Small Business 
Committee and the Senate Small Business Committee are what is 
known as select or special committees. They are not standing com- 
mittees of the Congress despite the fact that for many years now every 
Congress has seen fit to reactivate a special small-business committee 
in each body of the Congress. 

Some of us are hopeful that with the Eighty-third Congress we will 
see a small-business committee created as a standing committee of the 
Congress because we recognize that it is not only in periods of emer- 
gency but all through the natural activities of the small-business man 
he does have to go to his Government and he should have an agency in 
Washington as oe of the congressional machinery looking out for 
his interests, a place where he can go and present his problems, in and 
out of emergencies, for their help, and if that is done I think the Small 
Business Committee and its staff can continue to render a real public 
service. 

At this time I think it would be wisest to call first as a witness Mr. 
Malmquist, who is the regional director of the Small Defense Plants 
Administration, and have a brief statement from him. 
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We will then hear from one or two other Government officials and 
some members of the regional advisory board of the Small Defense 
Plants Administration. As you ladies and gentlemen know, these are 
men from this community who are rendering their services without 
compensation as members of the advisory board for this region. 

Then we will hear from all of the small-business men that have in- 
dicated a desire to be heard and after going through their problems, 
anybody who has indicated a desire to be heard during the hearing will 
be given an opportunity to say his little piece if he cares to present it. 

Ladies and gentlemen, Mr. J. W. Malmquist, regional director of 
the Small Defense Plants Administration in this area. 


STATEMENT OF J. W. MALMQUIST, REGIONAL DIRECTOR, SMALL 
DEFENSE PLANTS ADMINISTRATION, REGION VIII, MINNEAP- 
OLIS, MINN. 


Mr. Matmaquisr. Mr. Chairman, I am going to read this statement 
if I may. 

Mr. Mvtrer. \ es. 

Mr. Mautmquist. In presenting the facts regarding the problems 
that confront small business as well as the functions and operations of 
Small Defense Plants Administration in behalf of small business in 
this region, I am going to be as brief as possible. Members of the 
regional advisory board will make statements covering their personal 
experiences and observations, Several small plant operators repre- 
senting a cross section of industry both geographically and from the 
standpoint of manufactured products will follow. 

Region VIII serves Minnesota, the two Dakotas and Montana. 
Roughly, 65 to 70 percent of all industrial operations in this region, 
within the scope of SDPA operations, is located in the southeastern 
section of Minnesota and the three major cities, Minneapolis, St. Paul, 
and Duluth. For this reason een no district offices are con- 
templated at thistime. Our staff issmall. In not a few agricultural 
areas there are as many or more employees serving agriculture in 
individual counties as this regional office has for the four States it 
serves. Our first industrial specialist was appointed on May 22. 

Operations: We are now engaged in a region-wide industrial facili- 
ties survey, which is being handled in conjunction with the major 
chambers of commerce throughout the State. This is done by mail and 
in person. When this survey is completed, it will aid SDPA ma- 
terlally in dovetailing military procurements and small business in- 
dustrial capabilities. Most small plants have open capacity and are 
eagerly seeking opportunities to bid or negotiate, in other words, they 
want contracts. Our engineers make the greatest possible use of the 
synopses of procurements and contract awards issued by the Depart- 
ment of Commerce, often aiding in interpreting the all too frequently 
inadequate item description. We contact prime contractors to explore 
the possibilities of and encourage a greater volume of subcontracts. 
We hove persuaded several procurement agencies to send us copies of 
their current invitations to bid as issued. This has been of tremendous 
assistance in that we frequently get the vital information before the 
synopses are issued. We screen such invitation-to-bid carefully and 
then contact immediately those firms who, after a review of their 
facilities survey, are believed to have the essential machine tools. We 
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also explore the possibility of small woodworking plants supplying 
packing boxes, crates, et cetera, needed by large production plants. 
Just recently we discovered that a major producer had overlooked 
these possibilities in Minnesota and in this region. Our industrial 
specialists have been selected with special emphasis on training and 
experience in engineering in all phases, production, technical problems, 
marketing, and management. 

Agency cooperation: It is a pleasure to report that all local repre- 
sentatives of Government agencies with whom we have come in con- 
tact have been most helpful and cooperative within the scope of their 
regulations. This applies to military and civilian agencies alike. 
Military procurement information such as invitations to bid, et 
cetera, may be inspected by SDPA representatives at any time. It 
would save considerable time on our part and that of small-business 
men who come to our office, if copies of all invitations to bid could 
be made available in our office. The military offices in this region are 
primarily inspection centers. There are no procurement agencies or 
procurement centers in this entire region. 

The regional advisory board: The regional advisory board is now 
of increasing importance in the operation of the regional office. The 
vice chairman is a member of the National Advisory Board. Each 
board member reports local problems confronting small business and 
makes recommendations to the Small Defense Plants Administra- 
tion. Our first meeting was held a month ago. I feel strongly that 
the advisory board can be of great value to SDPA, especially at the 
regional level. The board has been selected again in an across-the- 
board manner in order to get the widest possible industry representa- 
tion. Meetings are held on call. 

There are five major problems confronting small business in this 
region; among those small operators who are eager to get their fair 
share of defense contracts: First is the extreme difliculty in getting 
complete bid sets with blueprints and specifications to permit the 
preparation of an intelligent bid in time to reach the procurement 
office before the opening date. This is due primarily to the short lead 
time, usually 12 to 18 days, between announcement of procurement 
and the bid opening date. In the vast majority of cases, a poten- 
tial bidder cannot possibly get the barest facts regarding the adver- 
tised procurement—often a three- or four-word description—until 2, 
3 or 4 days after the date of announcement. Then he has to wire or 
telephone to the appropriate procurement agency requesting complete 
bid information. Not infrequently the requested bid sets arrive by 
regular mail, a week to 10 days after date of announcement. A bid 
set generally consists of (1) the invitation to bid, (2) detailed speci- 
fications, and (3) blueprints. All too often one or more vital parts 
of the bid set have been omitted in mailing. In spite of the “stretch- 
out” plan, and the fact that in many instances deliveries are not 
called for until a considerable lapse of time after contract has been 
awarded, it appears that the lead time cannot be extended. The 
greater the distance from the procurement office to the small plant 
operators, the greater the lead-time problem becomes. 

Second, small plant operators in the Midwest, except in some rare 
instances, are severely handicapped when required to bid f. o. b. desti- 
nation instead of f. o. b. plant. Operators here feel that they are 
happy to compete, on the basis of know-how and plant efficiency, with 
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plants anywhere in the Nation, but they cannot absorb the transporta- 
tion costs. Many operators are of the opinion that if small business 
is to get its fair share of defense contracts as Congress intended, it 
must not be penalized because of geographic location. 

Third, out-migration from this region during the past year is a 
serious matter. Large industial plants are constantly recruiting 
workers in this area. This results in a disruption of family life, 
accelerates congestions in highly industrial areas, and aggravates al- 
ready critical housing. Labor should be employed where it is to the 
fullest extent. Out-migration should be avoided by a fair and rea- 
sonable dispersion of defense contracts. In some instances, it prob- 
ably would be wise to authorize the use of justifiable price differen- 
tials to prevent the uprooting of families aid the liquidation or bank- 
ruptcies of small operators who provide the pay checks when they 
have contracts. The Comptroller’s office has declared price differen- 
tials legal. 

Fourth, lack of subcontracting opportunities. This region is far 
removed from procurement centers and also from large prime con- 
tractors who let subcontracts in a substantial way. It is often said 
that small operators must do a better selling job, and so forth, wich 
is no doubt true to some degree, but there are always qualifying con- 
ditions. For example, small business cannot afford the more elabo- 
rate selling job that a large, well-known, and well-established busi- 
ness can. There are relatively few subcontracts within the region, 
even under the most favorable conditions. To provide a fair share 
of subcontracts for small business operators, many such contracts 
must originate in those industrial centers where large prime contracts 
have been and are being placed. In a moment, under the heading 
“Recommendations,” I will offer some suggestions that may bring re- 
lef under these conditions. 

Fifth, in some instances, financial problems are of paramount im- 
portance. We have had several interesting cases which, with your 
permission, I would like to have our financial specialist, who is an 
— in this field, Mr. Carlson, present personally, in a moment. 

ecommendations: 1. Lead time extended to 30 days, depending, 
of course, on the urgency. 

2. All bids should be made f. o. b. plant—not destination. 

3. One complete set of invitations to bid, not necessarily including 
prints and specifications, should be sent to each SDPA regional office 
immediately on issuance. 

I would like to inject an extra statement there. Fifteen extra revo- 
lutions of the mimeograph that gets out the invitations to bid would 
enable the procurement office to send an invitation to each of our of- 
fices. It would not take very much time or expense or anything else. 

Now, the advantage of that is it would enable our engineers to 
gather and give correct information so that we could immediately 
contact manufacturers and give them the information that would 
determine whether they should wire for prints and specs. 

The fact is that there are many, many manufacturers who wire in 
for prints and specifications thinking that maybe the item is one which 
they can sindiittnehaite. whereas if they had the invitations to bid in 
advance they could determine that very easily, and it would save the 
Government considerable in the way of expense for prints and speci- 
fications that are simply wasted. 


86267—52—pt. 4-13 











3030 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


4. Develop a plan whereby small operators compete in selected 
areas, such as, for example, the ninth Federal Reserve district. This 
would permit competition between =, in the same general area 
under fair and equal conditions. is is another way to place all 
bidders on a more nearly equal basis with respect to transportation 
costs. 

5. Subcontracting by stipulation is the most direct and the simplest 
method to effect the widest — spreading of defense contracts. 
Briefly, it can be accomplished in this manner: When a group of 
potential prime contractors enter their bids, either as the result of 
advertised or negotiated procurements, covering, for example, an end 
product which may consist of 20 or 30 component parts, each bidder 
should indicate clearly at the outset that, all other things being equal, 
the contract will be awarded to the contractor who will agree to sub- 
contract the largest amount of the prime contracts. Invitations to bid 
will also describe these conditions. This will result in voluntary sub- 
contracting by stipulation, not in compulsory subcontracting. The 
SDPA would always be ready and willing to aid in finding capable, 
small-plant operators who are eager to negotiate subcontracts under 
this plan. This is a service that SDPA can readily offer since it is 
now in the process of making plan surveys and obtaining complete 
facilities records of plants in this region. 

6. The possibilities of setting up incentives should be explored, for 
the prime contractor, to induce him to subcontract to the maximum. 
Neither prime nor subcontractor should suffer financially as the result 
of extensive subcontracting by the prime as has been the case. 

There are two exhibits attached which I will not read but will 
include in the record. 

Mr. Mutter. What are the exhibits? 

Mr. Matmquist. Exhibits A and B. Do you want me to read them? 

Mr. Murer. No; just tell us what they are. 

Mr. Matmaquisr. Well, these are the eight major points of service 
which Congress has given to the Small Defense Plants Administration 
exclusive of any other agency. That is shown in exhibit A. 

Exhibit B is an outline of some of the problems of small business 
and the possible solutions. 

Mr. Mutter. They will be received. 

(The documents referred to were marked “Exhibit A” and “Ex- 
hibit B” and read in full as follows :) 


Exursir A 


The Small Defense Plants Administration is the only agency Congress has: 

1. Empowered to recommend loans for small business. 

2. Authorized to issue certificates of competency. 

3. Empowered to develop defense contracts for small business through joint 
determination. 

4. Required by mandate to make a facilities inventory. 

5. Authorized to take prime contracts direct from the military procurement 
agencies to be sublet to small business. 

6. Directed to coordinate production facilities. 

7. Empowered to consult with and make recommendations to the NPA regard- 
ing controlled materials. 

8. To which Executive Order No. 10323, dated February 5, 1952, applies. 

This is an order “transferring certain functions and delegating certain powers 
to the Small Defense Plants Administration,” from the United States Depart- 
ment of Commerce. 
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Exutnit B 
Tue Pros_tems or SMALL BUSINESS, AND A PossIBLE SOLUTION 


Here are some of the reasons that aid must be given small business immediately : 
1, There is a natural tendency on the part of large operators to keep all pro- 
duction work within their own plants and not to sublet until compelled to do 


80. 

2. When they do sublet it is usually for two main reasons, (1) they are loaded 
with work and are falling behind in deliveries, and (2) the work sublet is of such 
difficult and complicated nature that their own facilities do not permit profitable 
production. 

8. Many prime contracts are too large. Except when nature of a product is 
such that large-scale operations are absolutely essential, direct contracts should 
be so broken up that the average, competent small operator will find it feasible to 
bid. 

4. Large operators on being awarded substantial contracts immediately apply 
for certificates of necessity to enlarge their operations through new buildings and 
equipment. 

5. Small business is first to feel the effects of “controls” and except for emerg- 
ency contracts, is quickly forced to reduce their “workers” or production person- 
nel, often to the point of complete shut-downs. 

6. Large operators, when effected by civilian production controls, are usually 
given large emergency contracts which immediately take up the slack in com- 
mercial production and often in such size that immediate expansion is necessary. 

7. Manpower should be used where it is to the fullest extent possible in order 
to prevent housing problems in large industrial centers. 

8. Transporting manpower from one section of the country to another does not 
change the competence of the individual. As a matter of fact, unhappy, con- 
gested living conditions tend to reduce efficiency. 

9. Small operators find it extremely difficult if not impossible to build up an 
efficient production force once lay-cffs and shut-downs take place. 

10. A great army of hometown workers prefer employment in their own com- 
munities and many remain unemployed rather than seek jobs in highly indus- 
trialized areas. 

To overcome the problems which now confront small business under existing 
conditions it is suggested that: 

1. A representative of small business sit in as a third party with the prime con- 
tractor and the procurement officer during negotiations and/or when awards are 
made. 

2. All other things being equal, the prime contractor who agrees to sublet the 
largest portion of the contract to subcontractors shall have the preference when 
awards are made. 

3. Expansion of large plants be discouraged, except in unusual cases, until 
small plants are fully utilized. 

4. All bids be made on an f. o. b. plant basis and not f. o. b. seaboard which 
penalizes inland plants, regardless of efficiency of operations. 

5. Large prime contracts be broken up into smaller units of a size that smaller 
plants can handle. 

6. The prime contractor agrees by stipulation to an approved subcontracting 
program to competent, approved small business. 

7. Certificates of necessity, Federal loans, and the 5-year amortization plan 
for large manufacturers be discontinued except in the most unusual cases, and’ 
then only when approved by small business. 


Mr. Marmquist. One of the men who was supposed to have appeared 
today as a witness, a small-business representative from Winona, in- 
dicated that he could not be present and he wrote a letter asking that 
I read it, if I ma 

Mr. Motrer. S Surely. 

Mr. Matmquist. This is dated July 16, 1952, from the Vulcan Manu- 
smarting Co., Ine., at Winona, Minn., signed by R. E. Lange, presi- 

ent, 
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STATEMENT OF R. E. LANGE, PRESIDENT, VULCAN MANUFACTURING CO., 
WINONA, MINN. ‘ 


We are indeed sorry to be unable to attend the hearing of the House committee 
starting Thursday, July 17, at the Nicollet Hotel. 

We definitely believe a change in the procedure of awarding contracts is neces- 
sary whereby small-business concerns representing factories from 50 to 500 
employees will receive consideration from the various Government purchasing 
offices. 

We have spent much valuable time in bidding on invitations for contracts 
which we knew we could produce as cheap as anybody and produce as well as 
any other factory, as we handled similar contracts during the last war. Inasmuch 
as we had the pleasure of completing 23 prime contracts and 4 substantial sub- 
contracts all to the satisfaction of the Navy and the Army, and with perfect 
inspection and production records. 


This was during World War II. 


The writer made at least three trips to Washington to interview various pur- 
chasing and contracting offices and, while some of these purchasing offices ex- 
tended courteous consideration, others were not so courteous ; especially so when 
the writer called attention of why we did not receive invitations to bid on items 
where the records show we (had) produced similar items to the satisfaction of 
both the Army and the Navy. 

In other cases the time for bidding on more substantial contracts was alto- 
gether too short. Tocall attention to some other cases where they sent invitations 
to bid without any blueprints or details whereby could not bid intelligently on 
the requirements called for. 

The Small Defense Plants Administration knows of our last case where a 
substantial contract for 2,100 units was required. This material was ideal for 
the manufacture of our plant and for that reason we were very interested in 
furnishing the Government with a quotation which would be in line in price. 
In view of the fact that the requirements called for eight or nine special materials 
specified on the blueprint for which we had to secure outside figures for the 
materials specified, we could not make the closing date of June 27. We requested 
a delay of only 3 days to June 30 which was denied. 

I want you to get the benefit of an explanation there. We followed 
this case through very carefully. 

The invitation to bid was received by this firm on July 14, which was 
exactly 13 days before the closing date. 

Mr. Owen. June. 

Mr. Matmquisr. The date was June 14, and the closing date was 
June 27. [Reading:] 

All of which leads us to believe that many of these contracts are lined up and 
fixed whereby the invitation to bids are just a formality as it seems some con- 
cerns get all the contracts and these concerns have more work than they can 
possibly do justice to. Whereby other companies in need of additional produc- 
tion cannot obtain a contract which would not only help their factory, their 
community, but also the entire section and the Government as well. 

The above statements represent absolute facts. 


Respectfully submitted. 
VULCAN MANUFACTRING Co., INC., 


R. E. Lanes, President. 

Incidentally, we interceded for him, wiring to our Washington 
office, who in turn made an effort to have his time extended. 

Mr. Muurer. And what was the result ? 

Mr. Matmautstr. No attention. 

Mr. Muurer. What agency was involved ¢ 

Mr. Matmeauistr. I don’t believe I have that here. I am not sure. 
They are making hydraulic units. I believe it is the Ordnance Tank 
Center at Detroit. 
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Mr. Mutrer. Did you make any inquiries as to the charge or what 
might have been an inference at least that there might have been 
advance information sent out to other people? 

Mr. Matmaquist. This letter just came in this morning by special 
delivery, and I have not had an opportunity to do anything on that. 

I would like to inject another statement here. This is a case of 
wondering on our part why, for example, contract awards listed in the 
Synopsis of July 9 covering permanent antifreeze, that is ethylene 
pe me 9 show variations in prices of from $1.54 to $1.80 per gallon— 
the same specifications, the same container, all gallon units and all by 
the same procurement agency. We don’t know. We don’t understand. 
We just wonder why. We are also wondering 

Mr. Mutrer. Before you pass that, is there a differential due to 
freight cost or is that an f. o. b. price? 

Mr. Matmauisr. Presumably it is an f. 0. b. price, destination—it 
would be—I have the figure here somewhere. 

Mr. Muurer. Well, would not those destination prices include 
freight charges? F. 0. b. plant, of course, would not. 

Mr. Matmaquistr. That is right. 

Well, practically all of these prices are f. 0. b. destination. That is 
the thing we are squawking about in Minnesota. 

Mr. Murer. Well, make a further analysis of that and let us have it. 

Mr. Mataaquist. I will be glad to do that. That is something that 
just came to our attention in the last few days. If I could put my 
fingers on it 

Mr. Murer. Well, don’t take the time now. When you have had 
an opportunity to further inquire into it, forward the complete anal- 
ysis to the committee in Washington. 

Mr. Mautmeauist. Fine. 

Mr. Muurer. And we will follow through on it. 

Mr. Mautmauist. Be very glad to. 

Mr. Damas. Off the record. 

(Diseussion off the record. ) 

Mr. Mvuurer. Have you completed your principal statement, Mr. 
Malmquist ¢ 

Mr. Matmquisr. Well, I would like to bring out some of these other 
additional points, for only a moment. 

Again, referring to the Synopses, here is one dated June 25, and 
there are a number of items here where the closing date is June 28— 
3 days. And some of them are even worse. Here is one that has the 
closing date on the date of announcement. 

Mr. Muurer. What agency is involved there? 

Mr. Mataquisr. In this particular one, the commanding officer of 
an Air Force base in California. 

Now, then, the only conclusion we can draw from this is that if they 
expected bids within 1 or 2 days after the announcement, somebody 
must have known in advance of the date of announcement what was 
going to be called for. 

Mr. Movrer. You are quite right. I am very much disturbed at 
those instances you have referred to. I am sure the entire committee 
will be, too. I thought we had gotten beyond that as the result of the 
hearings last year, that it was all straightened out and that every 
agency was undertaking to give sufficient advance notice and give the 
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notice in such a way everybody would be on an equal footing in bid- 
ding or trying to bid. 

If you will let us have the detailed information as soon as you 
have checked into it, we will follow through. Those things should not 
happen. 

Detailed information submitted on pp. 3110-3118.) 

Mr. Matmeauist. This is one other thing, and then I am through. 
Here is an invitation to bid issued by the Philadelphia Quartermaster 
Depot. The date is July 2, the opening date is July 7; and we received 
it on July 9. 

Mr. Mutter. And since you are a small-business man, you certainly 
could not have gotten your bid in on time. What agency was involved 
there? 

Mr. Matmavist. That is the Philadelphia Quartermaster Depot, in 
Philadelphia. 

Mr. Mutrer. I think before we proceed further I ought to present 
to you the various people that are with us today. 

First, of course, you should know Mr. Victor P. Dalmas, who sits 
on my right, who is the executive director of our committee, and it 
gives me great pleasure to publicly acknowledge the fine work he has 
done on behalf of the committee, not only in the home office in Wash- 
ington but throughout the country in setting up all of these very fine 
meetings and hearings we have had. 

Then, alongside of Mr. Dalmas on his right is Congressman Wier, 
who represents this very area. We are all very glad to see Mr. Wier 
with us this morning. 

At my left is the counsel for the committee, Mr. Jeremiah Riley. I 
am going to ask Mr. Riley at this time to present to you, and for the 


record, the various representatives of the Government be se who 
1 


are with us today, and to some of whom we may immediately refer 
your problems if you present them today so they can try to work 
them out even before you leave your city at the end of the day. 

Mr. Riley, will you present the various agency representatives ? 

Mr. Rimry. We have Col. Bernice Philipps, with the Munitions 
Board Office of Small Business. I believe we also have a local repre- 
sentative. 

Colonel Pumps. Yes, sir; Colonel O’Donovan, Air regional repre- 
sentative. 

Mr. Rirxy. And we have Mr. Walter J. O’Donnell from the Recon- 
struction Finance Corporation, Director of the Office of Smal! Business 
of the RFC in Washington. 

Mr. O’Donnetx. And I would like to introduce Mr. Bernard Baldin, 
manager of the RFC office in Minneapolis. 

Mr. Ritxy. And Mr. Leo McCormick, assistant to Governor Arnall 
in the Office of Price Stabilization. 

We also have Mr. Ralph Wienshienk from the Small Defense Plants 
Administration in Washington. 

Mr. Mutter. We also have some Navy representatives and some 
fromthe Army. Will you identify yourselves 

Commander RerNoips. My name is Commander Reynolds, and I 
am assistant inspector of naval material. 

Colonel Vocet. I am Col. L. W. Vogel, assistant district engineer of 
the St. Paul district, Corps of Engineers. Also present is Mr. Murphy, 
our small business specialist. 
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Mr. Mourer. Are there any other Government agencies that are 
represented this morning that we have overlooked, or representatives 
of the armed services ¢ 

Mr. Stevenson. My name is Stevenson, special assistant to the 
Administrator, Small Defense Plants Administration, of the Wash- 
ington office. 

Mr. Murer. Anyone else? 

(No response. ) 

Mr. Murer. Before we call the next witness, I think Mr. Dalmas 
may have some questions he wishes to address to Mr. Malmquist. 

Mr. Datmas. Mr. Malmquist, how many employees do you have in 
your region at the present time? 

Mr. Matmauistr. We have eight. 

Mr. Datmas. How many have you requested for the next fiscal year? 

Mr. Maumaquistr. Well, we are authorized 11 at the present time. 
The plan calls for 18 or 20. That is indefinite, however, depending 
on the workload and the extent to which we may find it necessary to 
serve the Dakotas and Montana. 

Mr. Datmas. What type of employees are they—industrial special- 
ists ? 

Mr. Matmeutst. That is right. 

Mr. Datmas. Loan specialists? 

Mr. Matmaqutist. That is right. 

Mr. Datmas. And the necessary secretarial help? 

Mr. Matmaquist. That is right. 

Mr. Dataas. What about your district offices? Aren’t there other 
places in this region due to its length and breadth that probably 
ought to have a district office? 

Mr. Matmquistr. Well, we are trying to hold expenses down, for 
one thing. 

The second point is that in the two Dakotas and Montana there 
are relatively few industrial plants or plants that could come within 
our category as manufacturing operators. 

Mr. Datmas. You have a number of small mines and a great many 
other activities 

Mr. Mataquist. That is true. 

Mr. Damas (continuing). Of small business. We are not merely 
interested in manufacturing plants alone, we are interested in any type 
of small business. 

Mr. Maimauist. I am planning a trip very shortly to Montana 
to explore the operations there and the need to render such service 
as would be within our scope. 

Until we do set up our district or regional offices we have in mind 
a plan whereby we could take one of our engineers and send him 
to Montana, we will say, to spend 2 or 3 or 4 days or a week out of 
each month, possibly. These would be scheduled in advance so every- 
body in the area would know where he would be and where to reach 
him, and that sort of thing. 

Mr. Datmas. How many meetings have you had of your Regional 
Advisory Board since setting it maa 

Mr. Marmaquist. We have had just one until yesterday. We hava 
just actually gotten underway; about a month ago our first meetir-~ 
was held. 
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Mr. Datmas. Of course, some of the regional advisers are here and 
they can answer for themselves, but do they have the necessary infor- 
mation, not only from your office but from Washington, that will give 
them the feeling they are on this team and that they want to get behind 
this program and make it work? 

Mr. Matmaquisr. The answer is, emphatically, “Yes.” I feel that 
we have a very excellent advisory board. They are competent. They 
are small-business people with one exception, and they are men of 
wide experience, wide acquaintance throughout the respective areas, 
and I feel personally that they are doing a great service and making 
a great contribution toward the whole program. 

Mr. Datmas. Of course, they are not paid for their work, so what- 
ever they do to help the program is really in the spirit of trying to 
get the thing done. 

Mr. Matmguist. Unfortunately, Mr. Dalmas, only two of the three 
members are here today, two who will make statements shortly. 

We ran into unusual conditions. We did not know about this hear- 
ing soon enough or we probably would or could have postponed some 
of the vacations in the summertime, when a number of the plants are 
shut down at this time, for vacations, and that is the reason we are 
only having two men actually making statements here. 

Mr. Daumas. What sort of cooperation are you getting from the 
various chambers of commerce throughout the region ? 

Mr. Matmauisr. Excellent; excellent. 

Mr. Datmas. Do they show an interest in the program ? 

Mr. Matamauist. Very definitely they do show an interest in the 
program. 

Mr. Datmas. Do you keep in pretty close touch with them? 

Mr. Matmauist. Weare working with them constantly, and we keep 
them informed of all our activities. 

Mr. Dauaas. How about the State officials, the governor’s commit- 
tees, and the State planning and development officials in the regions? 

Mr. Matmquist. Well, I can speak more directly of the fact that in 
Minnesota, and I am referring now to the department of business re- 
search and business development at the State capital, it so happens 
that I was the director of the industry division of that agency until 
I was appointed here. I am here on leave of absence now. 

I think we can expect the most hearty cooperation from the agen- 
cies all down the line. 

Mr. Datmas. Do you know that the State planning and develop- 
ment officials through their legislative committee had a part in writ- 
ing this amendment which brought about the Small Defense Plants 
Administration ? 

Mr. Matmaquist. They are very much interested. 

Mr. Daumas. We found them to be very helpful. 

Now, what are you doing about this small plants inventory and 
how are you going about it? 

Mr. Matmaquist. Well, we are doing that in several ways. We are 
working through the chambers of commerce to the extent that we 
can, and also doing some by mail in remote areas and so on. 

We first sent out a request to them to give out information regarding 
the agency and its various functions and its operations, and then small- 
business operators were invited to send in a request for the official 
facilities form. 
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Mr. Datmas. The chambers of commerce are doing a lot of that 
work for you, then ? 

Mr. Matmaquisr. Yes. 

Mr. Datmas. How about the State officials, are they doing anything 
on inventories, or not ¢ 

Mr. Matmquist. They have not made any inventories as such. 
However, through publicity and various means and various ways they 
are aiding us and supporting the program. 

Mr. Daumas. You are not adding any persons on your staff particu- 
larly to handle that ? 

Mr. Matmeautstr. Not at all. 

Mr. Damas. Not for that project. It was contemplated that the 
Small Defense Plants Administration would be a coordinating 
agency ‘ 

Mr. Matmaquist. Yes. 

Mr. Dautmas. For the effort, rather than the undertaking itself. 

Are you getting full cooperation, do you think, from the Washing- 
ton office—that is probably an unfair question to ask you. [Laughter. | 
But, I do think it will be well to have an expression from you, Mr. 
Malmquist, as to whether or not you think that the type of informa- 
tion that you are getting and the type of cooperation from the Wash- 
ington office is such that will bear the most fruitful results. That is 
really what I had in mind. 

Mr. Matmquist. Well, Mr. Dalmas, I could duck that very easily 
by simply saying that I understand I am supposed to talk about region 
VIII and not the national situation. But I am not going to do that. 

I have had a good deal of experience in this type of work, working 
with plants, and also with Washington officials and my first impres- 
sion of the SDPA in Washington—last January I believe it was— 
was that they have a very excellent staff and a high caliber staff, men 
with experience who are not only capable but they are enthusiastic 
and they are willing to go all-out to be of assistance. 

One of the regional advisory board members here will tell you of a 
case in his own plant where he got extremely valuable service within 
a very few days. He first called our office. We made all contacts 
here and then we in turn called Washington and they got on the ball 
immediately, and this man got steel which, if he had not gotten when 
he did, as a result he would have had to close his plant down. 

Again, I am volunteering something. I think our men in Washing- 
ton and staff are doing a marvelous job. And I am interested in the 
Joint Determination Board. I think it is a marvelous idea. Our 
only regret is that it is not moving along. 

Mr. Darmas. It has been oannad insofar as the Air Force is con- 
cerned but the Navy and Army have not yet arrived at agreement with 
the SDPA, as I understand it, on this so-called joint determination. 
Is that corect? You don’t have any later information ! 

Mr. Matmaquistr. No; that is correct, just the Air Force. 

Mr. Daumas. That is all; thank you, Mr. Malmquist. 

Mr. Mutter. Congressman Wier ? 

Mr. Wier. I have had some experience and I appreciate you have 
not. been in this present capacity too long; but I presume you have 
wide contacts with the small industries in this area. That is quite 
correct, is it not? 

Mr. Matmaquist. Yes. 
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Mr. Wier. Have you had occasion to have many complaints of small 
industry in this area of having lost contracts because of unfair com- 
petitive bidding from south of the Mason and Dixon line or even in 
the “ngs emer of the bids have they been able to bid on a fair basis? 

Mr. Matmquist. We have not made any effort to determine where 
or who gets the bids as far as geography is concerned. That has not 
been a concern of ours so far, so we have made no determination. 

Mr. Wrer. Well, let me ask you this: On the major share of the 
bids that are entered for Government contracts since you have been in 
this office, has there been complaint that bids are too high up here? 

Mr. Matomauisr. Yes. 

Mr. Wrer. And you have lost them ? 

Mr. Matmaquist. Yes. 

Mr. Wier. To some extent ? 

Mr. Marmauist. Yes; that is right. That is due, Congressman, 
primarily to this freight differential we are talking about. We are 
so far away. 

Again, going back to many years of experience, I have the greatest 
confidence in the abilities of our small manufacturers, small and large 
in this area, and I don’t believe our manufacturers are asking for any 
subsidies or any concessions of any kind. They are asking for an 
opportunity to bid on a fair and equal basis. 

But, when you penalize—and you will hear from some of the men 
this afternoon—by compelling them to bid f. o. b. San Francisco on 
a mined product, for example, where the freight is a major part of 
the cost, and he has to bear that freight, he is licked, not because he is 
incompetent or incapable or hasn’t the know-how, but because he 
happens to be located in the wrong section of the Nation. 

That is why we urge so strongly, if we really mean business, really 
mean to give our small-business operators a fair chance, we should 
permit them to bid f. o. b. plant, which would be another way of pre- 
venting this out-migration that we are having. Does that answer 
your question ? 

Mr. Wier. Well, I raised the question because in the last year I 
had not less than 10 complaints from small manufacturers in this 
area that, because of the continual granting of bids down South, it 
is almost impossible for them to meet the bid. 

Mr. Murer. You have in mind not only the difference in freight 
from point of manufacture to destination but also the differential in 
the labor costs? 

Mr. Macmautist. Well, the whole manufacturing cost. 

Mr. Murer. Yes. In other words, the man who is in a low-cost 
labor area will have the inside track when it comes to price as against 
the man in a high-cost labor area. 

Mr. Matmaquist. How well we know that. 

Mr. Wier. As a matter of fact, if you enact—in the Walsh-Healy 
Act, you make further inroads in the whole Northwest industrial area. 
We have almost a sectional fight in the Congress over this Government 
bid letting. 

I assumed that somebody might raise that question, because it is one 
I have been plagued with in trying to equalize the opportunity of our 
northern manufacturers to compete with southern manufacturers. 


Mr. Matmquist. That is very true, Congressman, and we will hear 
men testify on that very point and who will answer your questions. 
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Mr. Wier. That is all I have. 

Mr. Muurer. Mr. Malmquist, you mentioned that it would facilitate 
the bidding if the invitations to bid were sent promptly to the various 
regional offices. 

o you think it also would facilitate the bidding if a set of blue- 
— and specifications in each instance were sent to each regional 
office 

Now, I understand the problems of each procurement agency. They 
cannot very well ieadettades to send out prints and specifications every 
time they send out invitations to bid. 

It would be too costly and too much wasted effort and money to do 
that, and many of these prints and specifications are quite expensive. 
But wouldn’t it be helpful if a small-business man, when he received 
the invitation to bid, if he could go to the Small Defense Plants Admin- 
istration office and find the specifications and look them over and to 
determine whether or not he is interested, and then he could send for 
a copy to work on ¢ 

Mr. Maumauist. It could be done. Frankly, I don’t know why it is 
not done. Let me cite one case as an example. 

We have a small firm who is manufacturing optical flats. Now 
don’t ask me what optical flats are. But, that is a specialized business. 

Now, these descriptions which are his only source of information 
in the synopses are so vague that he will find maybe 20 items that look 
as if they came within his category. So, he immediately writes for all 
20, to digunvins>- that includes prints, blueprints—only to discover 
when he gets them that only 1 out of the 20 is in his category. Well, 
you cannot tell me that that is not wasting the Government’s money, 
too. 

I humbly believe it would be a very distinct advantage to the Gov- 
ernment all down the line. It would save the procurement offices a 
lot of needless expense and wasted time and it would save the time of 
the man who is trying to bid. 

Mr. Muurer. Thank you, Mr. Malmquist. 

I believe Mr. Carlson is here. 

Mr. Matmauisr. Yes. 

Mr. Muurer. Mr. Carlson, will you come around here and give us 
your statement, please ¢ 

This is Arthur W. Carlson, financial specialist for the SDPA office. 


STATEMENT OF ARTHUR W. CARLSON, FINANCIAL SPECIALIST, 
SMALL DEFENSE PLANTS ADMINISTRATION, REGION VIII, 
MINNEAPOLIS, MINN. 


Mr. Cartson. I would like to present for the record here exhibits 
A and B which detail the activities of the Small Defense Plants Ad- 
ministration through July 16, 1952. 

Under our loan authorization we have $100 million against which 
we can make recommendations under section 714. 

The figures are: At present we have considered loan applications 
totaling $188 million, $31 million of which was declared ineligible, 
and $130 million of which was unfavorably recommended. 

Mr. Damas. Off the record. 
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(Discussion off the record.) 

Mr. Datmas. Would you repeat those figures? 

Mr. Carison. As you know, our loan limitation under section 714 
is $100 million. Presently there have been $188 million of applica- 
tions that have been considered nationally by the SDPA ; $31 million 
of that was considered ineligible ; after consideration, $130 million was 
unfavorably recommended and $22 million was favorably recom- 
mended. 

I would like to present these four copies. 

Mr. Datmas. Mr. Carlson, how much of that was out of region VIII? 

Mr. Carson. I will give that to you. 

Since I have been with the organization, since April, we have con- 
sidered in this area, in our area, region VIII, 14 applications, $750,000, 
14 applications for loans. 

Six of these were declined ; five were recommended and received ap- 
proval, and there are three that have been recommended that are 
now still under consideration at the RFC office. 

Mr. Mouurer. What was the aggregate amount of the ones that were 
approved, those five? 

Mr. Carison. About $375,000. 

I offer these four copies each of exhibits A and B. 

(The exhibits referred to are as follows :) 

There is attached as exhibit A a tabulation of SDPA’ activity and actions by 
RFC upon all loan applications filed for consideration under section 714 for the 


period ending July 16, 1952. 

There is also attached as exhibit B a graph representing, in visual form, the 
program of the SDPA financial assistant’s progress since its inception in Decem- 
ber 1951, based upon the significant items of the above tabulation. 


Exureit A 


Orrice or Loans, SMALL DEFENSE PLANTS ADMINISTRATION REPORT As OF JULY 16, 1952 


Applications for loan recommendations 





Status of loan limitation provided by section 714 N Amount 





Loan limitations... ‘ $100, 000, 000 





Loan applications: 
Considered !_........ : § 188, 278, 338 
Ineligible... .......... . 4 21, 781, 002 

Total_. : toe 156, 497, 336 
Unfav: orably recommended osodll q 130, 434, 383 








Subject to favorable recommendation 26, 062, 953 
PI ea icechbnepswtccdchs cde teases taatipnebenchotcantniam : 3, 921, 044 











Favorable recommendations stil 22, 141, 909 





Approved by RFC (1) and (2)__. | 15, 030, 140 
Adjustment ? katoi : 541, 150 
Pending at RFO +____ R . | 6, 379, 117 


Favorably recommended and pending at RFC 








1 Does not include 176 loan applications totaling $44,531,634.24 which were withdrawn prior to final 
consideration of which 37 applications totaling $26,684,127.86 were withdrawn prior to any consideration. 

2 Difference between loan application and SDPA favorable recommendation. 

§ Difference between SDPA recommendation and RFC approval. 

4 Includes those under appeal status with RFC. 
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Application for loan recommendations—Continued 


Number 








} 


Amount Amount 








(1) Lean applications: 
Approved under 4 (a) 
Approved under 302 éh 
Approved under 714* 
Adjustment between SDPA favorable recommenda- 
tion and RFC approval ‘ 


*Loan authorization canceled 


Balance under loan limitation | 
(2) Loan applications approved by RFC for period from July | 
7 through July 16, 1952: | 
Approved 4 (a).. 
oereeeed 302... 
Approved 714. 
Adjustment between SDPA favorable recommendation 
and RFC approval_. Rania 


| EES 


Exuisir B 


Record for pee rerrene for loan recommendation 


‘1, 150 | 


15, 570, 790 | |. 


(Form SDPA 


Number 


| Amount 





Applications received to beginning week 
Applications withdrawn to beginning week _. 


Active applications to beginning week ___.. 
Applications acted upon to beginning week ......... 


Applications pending at beginning week 
Applications received during week LF 


Applications pending during week 
Applications withdrawn during week 


Total 
Applications held in ‘abeyance 


Applications subject to consideration _-_- 
Field report, etc., not received from RFC 


Net applications subject to consideration 
Applications completed during week (1) -- 


Total applications in process at end of week 


Applications pending in regional offices 
Applications pending in Washington office 


Total 


| 


868 | $296, 206, 872. 
165 | 41, 056, 363. 
703 | 255, 150, 509 
433 | 173, 422, 090 
Se 
81, 728, 419. 
4, 257, 547. 


8 


-_— Ss | 
wo ® 


SS | 


312 | 85, 985, 966. 
il |} 3, 475, 271. 
301 | 82, 510, 695. 
20 4, 775, 729 


77, 734, 966. 
143 | 23,041, 373 
138 | 54, 693, 593. 00 

73 | 14,856, 748.00 


65 | | 39, 836, 845.00 


20} —_ 5, 255, 500. 00 
*45 | 34, 581, 345. 00 
65 | 39, 836, 845. 00 








281 | 


$3|es!| ss) 
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Applications considered 








| 
Date sent to | 
Name and address Washington Action 





} 
W. C. Albee Lumber Co., Box 398, Eureka, Mont May 7,1952 | Declined. 
Big Lake Gravel Co., Big Lake, Minn_....-.............- -.| May 14, 1952 | Recommended 


and approved. 
bs ay Sand & Gravel Co., 717 West Lamme, Bozeman, May 7, 1952 | Declined. 


JSiont. 
W. E. Lahr Co., 30 South 10th St., Minneapolis, Minn___- May 2,192 | Recommended. 
Northwestern Marble Corp., 2727 27th Ave. South, Minne- . Apr. 25,1952 | Recommended 


apolis, Minn. and ~ ames 
Presto Manufacturing Co., Inc., 770 Cromwell Ave., St. Paul q May 19, 1952 Declined. 


4, Minn. 
Specialty Engineering, Inc., 218 South Wabasha St., St. Paul, Apr. 29,1952 | Recommended. 
Minn. 
E. B. Sewall Manufacturing Co., St. Paul, Minn_........... Recommended 


and approved. 
Rowell Laboratories, Baudette, Minn Do. 
McGrath & Co., Stillwater, Minn___.. 
Intermountain Lumber Co., Missoula, Mont 
Don’s Farm Service, Lodge Grass, Mont 
Western Foundry, Missoula, Mont. ....................... , 
Schye & Sullivan, White Sulphur, Mont 











Mr. Cartson. The only comments I wish to make involve the 
procedure. 

Now, we have authority to recommend loans here in this region, and 
other regions, too, but when those recommendations—we have no 
authority to issue, nor are our recommendations final, and many times 
after the recommendations are made conditions are added either by 
our Washington office or by the RFC office in Washington. 

I think that we would be able to serve the small-business men better 
if we had the authority, if our recommendations were final, and also 
if we either had authority to make the final recommendations regard- 
ing the conditions under which the loan would be disbursed—I mean, 
you can approve a loan in many cases and render that recommenda- 
tion completely ineffectual by adding conditions that are unreasonable, 
as far as the applicant is concerned. 

It would seem to me that the system is not as effective as it could 
be if the sole responsibility for approving these loans was with the 
Small Defense Plants Administration. We have had a limited experi- 
ence and we cannot be too sure of these statements with such a limited 
experience, but that is the way it appears at the present time. 

Mr. Datmas. Mr. Carlson, if you would permit me, and if the chair- 
man will permit me, I would like to comment on that particular point. 

While it would be, I know, from the standpoint of the Small Defense 
Plants Administration very desirable to have final approval of loans, 
the feeling in Congress, as we got it and generally throughout the 
various agencies in Washington, was that you had too many people 
disbursing Government loans, that they should be concentrated in one 
place and come up on recommendations from the various agencies. 

Now, under section 302 of the Defense Production Act you also have 
loans which originally were made by the Defense Production Admin- 
istration but by virtue of an Executive order that lending power wus 
transferred to the RFC with the power of recommendation remaining 
in the Small Defense Plants Administration. 

And when our committee, which sponsored the legislation, consid- 
ered section 714, they had to make up their mind as to whether they 
would try to get Congress to put the money right in SDPA or follow 
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the idea of having all of the money disbursed from one point with 
the power of recommendation in the SDPA. 

ow, so far, owing to the newness of the program, a good many of 
the working details are not or have not been finalized; but I believe 
that you will find that when they are finalized, you will not have any 
difficulty getting your loans through if they are sound loans, and I 
am sure that you, as do all other Government employees, want to 
make a sound loan. 

Mr. Carson. Yes. 

Mr. Datmas. And if a second fellow should take a look at it, and 
ae the approval of the Washington office of RFC, I think that you 
probably will find that your loan program will be better served. 

Thank you, Mr. Chairman. 

Mr. Mutter. Mr. O’Donnell, would you care to make any comments 
on Mr. Carlson’s statement ? 

This is Walter O'Donnell of the RFC. 

Mr. O’Donnext. I think that Mr. Dalmas has covered it very well. 

In Congress, from the standpoint of legislative history, it was felt 
it was advisable to have this lending authority in one place so that 
Congress could pin-point responsibility. 

We have within the recent—the last month or two, pointed up to 
the committees of the Congress that—I cannot quote this exactly—but 
I believe 80 percent of the recommendations given to us by the Small 
Defense Plants Administration have been approved by the RFC. 

It seems to me, recognizing that in the majority of these cases they 
are definitely marginal loans and that if possible they should be made 
under the basic RFC authority which, by reason of the legislation, has 
strict credit requirements—so 1f 80 percent were approved, I think that 
there-—— 

Mr. Carson. Well, I think there is a distinction that should be 
made out. I don’t think we would recommend any change in the dis- 
bursement procedure. 

The question of the recommendations being final is involved. Now, 
there is a certain amount of duplication of effort there. 

Now, either the employees of the Defense Plants Administration are 
capable of doing their job or they are not. And the question I raised 
is one of recommendations of the loan itself, the conditions under 
which the loan would be made, with no one else adding on conditions, 
and then later on if we run into difficulties as far as small business 
is concerned in ae these conditions, that were we enabled to nego- 
tiate, possibly we could still come up with a safe loan; and I am not 
talking about the disbursements or a duplication of an agency for 
the disbursements services; it mostly bears on the recommendation 
of the loan and the conditions under which it is made. 

Mr. Datmas. You want the privilege of discussing the loans with 
the RFC regional office or whatever office is here, so you can get to- 
gether before the loan goes to Washington—— 

Mr. Carson. Also, the man who is to make the decision. That is 
the point I had in mind, the final decision, not the question of service 
or disbursing. 

Mr. Mutter. I think that in the main here you are dealing with 
an interagency administrative problem which you can iron out be- 
tween yourselves satisfactorily. 
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Now, when a small-business man comes into your office with » 
financial problem, there is more than just an application for a loan. 
Is there not discussion with him on his entire problem ¢ 

Mr. Cartson. Oh, yes. 

Mr. Mouurer. And you talk with him about the various facilities 
that might be available to him outside of the RFC, and then if there 
is no other available financing in the way of advances on the contract, 
or what have you, then you will accept the application for an RFC loan. 

So, it is not only making an application. You discuss fully with 
that small-business man his whole problem and also make his appli- 
cation in such form that it does qualify. 

Mr. Cartson. That is right. We discuss his problem very thor- 
oughly and try to figure out a way that a loan can safely be made that 
will be of benefit to him. 

Mr. O’Donne tu. I wonder if I could make one more comment for 
the record ? 

Mr. Mouurer. Surely. 

Mr. O’Donnewt. I want tostress two or three points. 

One is the fact that the RFC Administrator and the Administrator 
of Small Defense Plants Administration have from the very outset 
attempted to cooperate fully in administering this program, recog- 
nizing that the RFC is giving loans under three different legislative 
authorities. 

But, over and above cooperation between the agencies, an overriding 
objective was to get financial assistance to the small business in the 
speediest possible fashion. 

So, we arrived at this arrangement: The man has one place to file 
application regardless of the legislative authority under which the 
loan is made, one of the 31 regional offices of the RFC spread around 
the country for the convenience of the small-business men. 

Then that application serves under the RFC law, section 4 (a), that 
is the business lending authority of the RFC law, it serves under the 
Defense Production Act, section 302, and it serves under section 714. 
So you have got three legislative authorities. 

This information is channeled from it to the Small Defense Plants 
Administration at the same time, so we are all dealing with the prob- 
lem concurrently in an effort to arrive at an answer and solution to 
this man’s problem as quickly as ible. 

Now, we test it, of course, under the basic RFC law, and if the loan 
can be made that way it will be, and if we cannot do that we can 
make it immediately under section 302—if it involves capital expan- 
sion we must have the recommendation, that is our prerequisite in the 
law and in the Executive order, we must have recommendations either 
from Mr. Taylor or a certificate of essentiality from the Defense Pro- 
duction Administration, 

But our objective is to serve the small-business man and get his 
financing to him as speedily and quickly as possible—and certainly 
he doesn’t care under which authority the loan is made, provided he 
gets his money. 

Mr. Mutter. Thank you, Mr. O’Donnell. 
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Do you have anything further, Mr. Carlson / 

Mr. Cartson. No. 

Mr. Murer. We would like to hear briefly from Mr. Raymond 
Bros, president of the Bros Boiler and Manufacturing Co., and mem- 
ver of the Regional Advisory Board of the Small Defense Plants 
Administration. 


STATEMENT OF RAYMOND BROS, PRESIDENT, BROS BOILER & 
MANUFACTURING CO.; VICE CHAIRMAN, REGIONAL ADVISORY 
BOARD, SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. Bros. Mr. Chairman, I welcome the opportunity to appear be- 
fore your committee on behalf of small business in this area. Unfor- 
tunately, too many people are not aware of the important and vital 
contribution that this type of business organization contributes to our 
economy. 

It is absolutely necessary, in order to maintain our standard of liv- 
ing, that both big business and small business be maintained and en- 
couraged so they can exist on a profitable basis. One is complemen- 
tary to the other. 

Unfortunately, during the last few years, our defense program has 
created shortages of some materials, and made it necessary to have 
regulations covering these items. In many cases this has created hard- 
ships on smal] business because they were not adequately set up to 
function under these regulations and to interpret them. 

These shortages also have not permitted the small-business con- 
cerns to carry on their normal business, and as a result. many of them 
find it necessary to try to secure defense work—either as prime or 
subcontractors. 

Because of their lack of knowledge and experience in handling Gov- 
ernment business, they have had considerable difficulty in securing 
these necessary orders. Many of those who were successful in getting 
orders have had problems in receiving satisfactory drawings and speci- 
fications, securing shipping dates in order to get material released 
after it had been completed, and delays in securing payment after 
shipments had been made. As a result of this, many of the companies 
are at the present time discouraged. 

Our company has had Government orders since 1941 and, as a 
result, we are fairly well familiar with what. is necessary to secure and 
expedite this type of order tocompletion. At times we have had some 
difficulties, but have been able to work them out satisfactorily and, 
generally speaking, we have found the different services cooperative. 

Although the Small Defense Plants Administration has been in 
operation only a few months, I believe it is rendering a real service 
to small industry in this area. It is helping to solve many of the prob- 
lems as listed. They have definitely helped in securing business, and 
although they have tried to solve some of the other problems, I doubt 
very much whether they have the authority or the facilities to give 
all the assistance that is necessary after the securing of the order. 


86267—52—-pt. 4 
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Naturally, at the beginning many business le in this area did 
not have much confidence in this agency. As the field representatives 
make calls and the small-business concerns get familiar with the opera- 
tions, they become more interested and have confidence in this organi- 
zation. They discuss their problems more openly and are seeking 


help. 

io example of this is what happened at a meeting in Winona, Minn., 
on June 26. A field representative of the SDPA appeared before a 
chamber of commerce luncheon composed of small-business owners 
and representatives. His purpose was to help those that were in- 
terested in helping themselves. The fact that 23 of the 29 concerns 
of that city were represented at the luncheon meeting indicated their 
interest. 

Individual problems were brought up by the different concerns, 
such as the one presented by a man in the chemical industry. His firm 
had been bidding repeatedly on disinfectants, but was high each time. 
He explained that this was due to the fact that the freight on some 
of the heavy ingredients made him noncompetitive. Other times when 
he was a low bidder on an f. o. b. factory basis, on the delivered price 
his estimate was too high. 

Another concern that manufactures mechanical and hydraulic jacks 
presented this problem: They received, on June 17, an invitation to 
bid which was dated June 7. The award was to be made on the 27th. 
They frantically gathered cost figures, but it was necessary on 10 or 
12 parts to secure prices from subcontractors, which necessarily took 
a considerable number of days to secure. On the day of this luncheon, 
June 26, this man asked the field representative for assistance in 
getting a delay in the awarding date so he could complete an intelligent 
bid. Washington was called in an attempt to help, but it was found 
impossible to extend the date of opening the bids. 

hese units were well within the reach of the firm’s capabilities, 
and they did cut corners in figuring so as to make sure they would 
have the lowest possible price. However, it was impossible to complete 
their bid in time, and naturally they lost this order. Had they been 
successful in getting this award, it would have kept 65 people busy 
in this town of 27,000 for approximately 6 months. 

A short time ago, a firm in Minneapolis wrote a letter in which they 
stated: “No, sir, brother—we won’t try to bid on any further defense 
work.” When asked why, they said that in seven bids they had sub- 
mitted for oil burners, although several specific brands were named in 
the specifications, the phrase “or equal” was omitted and, as a result, 
they were disqualified. In each case a specified burner was purchased 
at a higher cost. They stated their burner is equal to the brands 
specified in the specifications, and that they have sold these burners for 
over 20 years—not only in the United States, but in foreign countries. 

In a situation of this type, it is almost impossible for a small busi- 
ness operator to get his merchandise on the approved list because of 
the cost and effort necessary. I believe the Small Defense Plants Ad- 
ministration could help in a situation of this kind. 

Although this office of the eighth region of the SDPA has only 
been open a few months, I believe that they have been doing a very 
constructive job. They have written letters to many of the procure- 
ment offices requesting copies of invitations to bid, but have not been 
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too successful in receiving answers. Only four procurement offices 
have responded to this request. 

Three field representatives have been on the payroll of this office for 
an average of 7 weeks. During this time they have given the follow- 
ing types of assistance, which indicates they have been aggresive: 


Financial : 
Facilities inventories__._.._._.._._..._- Bee OEY Os SALT CR ens eon ee eee mee a ee Seen 
Prime contracts 
IDS isin oe cies mectigelearebere swale tncoeninynsienintniginliginannstndoeere: 
Esa maeenchidiibaditaclbaaiinndulbdilieie atnetenaiontscicsdhtn dmeeietivennsienitsiehtiednasiiie 
Materials and equipment 
Other production and management 
I. dik a Sakis atti din dda tdi i RR Eanes ais line tin aire nigieinlites 
Public information : 
TV appearance 
I I iis ys citnccentnnititm amin 
Plant visitations 
Due to the late date that this office was organized, the advisory board 
has met only twice—on June 17 and July 16. A full discussion was 
held at the first meeting and minutes have been sent to Washington, 
but it is too soon to have any reaction from this meeting. 
As a businessman from this area, it is my opinion that now that 
they have an effective working force, which has ~— well received by 


many of the small-business people, a very beneficial service can be 
rendered by the SDPA. One of the important services that this 
agency has rendered is to assist these concerns in arranging their 
financing in order to handle Government contracts. This is abso- 
lutely necessary for many of them. 

If this agency has the authority to assist in all factors of a contract 


from its inception to its completion, including financing and payment, 
the service to the small companies which do not have the experience or 
the personnel to handle these problems will be extremely beneficial. 

Mr. Murer. Does that complete your statement, sir ? 

Mr. Bros. Yes, sir. 

Mr. Muurer. Any questions? 

(No response. ) 

Mr. Mvurer. I don’t mind saying publicly that it is my opinion in 
this instance where you referred in your statement to the oil burners, 
that was a deliberate violation of law. They had no right to omit 
certain words, “or equal,” or “equal,” disqualifying thereby anything 
that might otherwise meet the specifications as well as or better than 
the named brand. They had no right in these specifications to name 
specific items and omit “or equal,” thereby not permitting you to sup- 
ply certain equipment. 

I trust that whenever the SDPA officers see any such bids they 
immediately make demand that such bids be thrown out and new 
invitations to bid be required. 

In every instance where that has been called to my attention I have 
had the invitations recalled and new invitations issued so that nobody 
who can supply the Government with the equivalent of any patented 
brand or make will be precluded from bidding and supplying just as 
good at a better price or the same price. I think somebody went out 
on a limb there and deliberately violated the law in asking for that 
kind of a bid, and I hope that the Small Defense Plants Administration 
representatives will have that in mind. 
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That is another reason why you should get those invitations to bid 
promptly, and upon finding any such defects in the bid, protest against 
them, and if you don’t get the procurement agency to withdraw the 
bid, let us know in Washington, we will follow through on it. 

Mr. Bros. Thank you, sir. 

Mr. Muurer. Thank you, Mr. Bros. 

We would now like to hear from Mr. Freeman, president of the 
Freeman Co., Yankton, S. Dak., and member of the regional advisory 
board. Mr. Freeman. 


STATEMENT OF E. W. FREEMAN, PRESIDENT, THE FREEMAN CO., 
YANKTON, S. DAK.; MEMBER OF THE REGIONAL ADVISORY 
BOARD, SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. Freeman. Mr. Chairman, we have endeavored to answer the 
various questions in Mr. Dalmas’ letter of July 2, 1952, regarding the 
State of South Dakota and the problems of its people. 

1. In the South Dakota area the principal problems of the small 
defense plant are, in order of magnitude, essentially as follows: 

(a) Because of geographical location, the difficulty in making pro- 
per contact with primes having subcontract opportunities. 

(6) Material procurement problems. 

(c) Financing difficulties. 

(d) Most small plants not properly equipped with volume pro- 
duction machinery required to produce military end use items on a 
competitive price basis. 

2. We feel that the regional advisory board has served to bring to 
the SDPA first-hand knowledge of the small plant’s problems at the 
grass-roots level, suggest possible methods of assistance, and aid the 
small plant in securing defense work, financing it, and assisting with 
technical advice as required to follow through to a successful comple- 
tion of the contract. The writer feels that the SDPA is making full 
use of Board suggestions. 

3. An example of SDPA assistance to the small manufacturer is 
the case of the Freeman Co. of Yankton, class B producers of military 
aircraft hardware and components. Recently when production sched- 
ules and delivery promises to airframe makers over the country had 
been made based on the promised delivery in May, of critical sizes 
of special aircraft alloy steels, the supplying mill notified of a change 
in delivery schedule to late July. After verifying that no steel of this 
type was to be had from warehouse sources, an appeal for help was 
made to the SDPA Minneapolis office. After verifying through 
Washington that none of this particular steel could be located, SDPA 
obtained in 1 week from NPA a directive on the. Republic Steel Corp. 
for the delivery of the required material on June 16, 1952. In ad- 
dition to assistance of the type above specified, the writer feels that 
SDPA powers of certifying to “ability to perform,” and the loan as- 
sistance factor are of great assistance to smal] plants. 

4. The writer feels that the effectiveness of the SDPA would be 
greatly implemented if, in addition to its present powers, it could not 
some of the functions of the old Smaller War Plants Corporation, 
particularly the ability to purchase and lease to the small plant 
machinery required for its defense production schedules, but difficult 
for the small plant to purchase because of financial limitations. This 
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aid was experienced by the writer's firm in the early days of World 
War II when a Smaller War Plants loan, and program of leased 
machinery, which was all later purchased, enabled the completion of 
Navy and Ordnance prime contracts and numerous subcontracts, and 
helped the firm to become firmly established in the aircraft parts field, 
so that it was able to maintain production of this material in the post- 
war period. It is at present employing approximately 60 workers 
and is a supplier to all of the major airframe makers. 

It is the writer’s thought that assistance of this type, given through 
SDPA would be of the greatest assistance in establishing and main- 
taining a strong chain of territorially dispersed manufacturing units 
for military production. 

Mr. Mutter. Thank you, sir. 

Any questions, Congressman Wier ¢ 

Mr. Wier. I would like to ask you a question dealing with South 
Dakota. Are you familiar at all with the Rapid City Air Force Base ? 

Mr. Freeman. I have been on the base a few times. I know very 
little about it. 

Mr. Wier. Have you any knowledge of whether or not the Air 
Force Command at Rapid City attempts in every way to patronize 
local industry, local concerns? 

Mr. Freeman. Congressman, Rapid City is located approximately 
400 miles from my town, and I do not have first-hand information on 
that subject. 

Mr. Wier. One reason I ask that question is because in a number 
of statements I gathered the information that the military installa- 
tion goes a long way from the local area to make purchases, whether 
it is for food, clothing, or supplies, whereas they could contract for 
them locally in cases where such manufactures or such material is 
available. 

[ am just wondering whether, for instance, in a community like 
Rapid City as an example, whether the Air Force Base there sends 
down to South Carolina for potatoes when there is an available supply 
up there. Also, whether they deal with these little plants that pos- 
sibly can take subcontracts for them right in their back yard. 

I was wondering whether you have any knowledge of whether there 
is that relationship of trying to patronize the local area where you 
have a major military installation. 

Mr. Freeman. I don’t have definite information on that, informa- 
tion for Rapid City. Rapid City is enjoying a phenomenal growth 
which I think in part is due to the Air Force Base, but as to actual 
practice I do not know. 

Mr. Murer. Colonel Philipps, do you know ? 

Colonel Puiuirrs. Well onl to the extent that any local installa- 
tion is limited to their procurement. For instance at Rapid City 
they would draw much of their food for the installation Bieen the 
Chicago Quartermaster. It would be purchased by the Chicago Quar- 
termaster although on small purchases they do buy locally from the 
local merchants and around the area but not everything that is used 
on a local installation is purchased locally because they are not al- 
lotted funds for that purpose except if it is an emergency procure- 
ment. 

Mr. Wier. Well that is the line of demarkation that they have long 
used, emergency, because I am familiar with the fact that a military 


. 
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installation down in Georgia or Alabama, say, we will find them get- 
ting some product or other material which is needed on that base from 
Seattle, for instance, through the method of centralized contracts, in- 
stead of trying to do as much business as they can in the local area. 
They incur for themselves by so doing a lot of freight cost and a lot 
of bitterness in the community. 

Mr. Freeman. Well, I know that there is much that is needed in 
Rapid City at that installation that South Dakota probably could not 
compete for, but I am just pointing out that these sen in the United 
States ought to try to give the local communities the benefit of at 
least small contracts. 

Colonel Puiuieps. Of course, Congressman, all the installations in 
all the services are required to requisition material for that installa- 
tion through their requisitioning officer and they are not permitted 
to buy it locally. 

Mr. Wrer. Well, that is what I wanted to break down. 

Mr. Mutrer. Here, you see, you are running into the basic dif- 
ficulty. On the one hand you hear the taxpayer hollering for cen- 
tralized purchasing, “Why don’t you do all your buying that way, have 
the services unified to do their buying, one outfit to do the buying for 
all of the services?” 

And then, on the other hand, you get this other in every community, 
every locality, “Why don’t you buy from us rather than skipping 
some place else for it?” 

You cannot satisfy everybody. It is just impossible. 

Mr. Wier. How well I am learning that. ughter. } 

Mr. Moutrer. Any other questions¢ Mr. Dalmas? 

Mr. Datmas. Mr. Chairman, Congressman Wier referred to pota- 
toes. On the vegetable supply, that would a py to Rapid City or 
any other installation—we found part of the di culty in authorizing 
local installations to purchase perishables was the fact that you had to 
have them all inspected. 

We had an installation down in Arizona that was brought to our 
attention. There isa great vegetable-growing country down there and 
they wanted to compete for the vegetables consumed by this base right 
in their back yard. Well, they had to ship these vegetables to Los 
Angeles to be inspected and then ship them back to Arizona, which 
did not make sense to us. But that is the only way that they could 
compete. 

Now, they cured that one, but that is one of the great difficulties, we 
might say. We bring one to the attention of the armed services and 
they cure that particular one but then they leave 500 uncured. 

It seems to me that there is some logic, that if you had some situa- 
tion like that in Arizona, that it would apply equally in Rapid City, 
where you could buy Idaho or South Dakota potatoes which, I think 
all of you people will agree, are as good as North Carolina potatoes— 
it is the oranges proposition. 

Colonel Pairirrs. I think it is only fair to say that if anything, the 


change is for more centralized procurement, for instance with cloth- 
ing or textiles, and so forth. Those will be bought by centralized pro- 
curement rather than broken up. 

But, when the local installations have anything that can be bought 
locally from local manufacturers without inspection, then—for in- 
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stance, in the officers’ clubs and in the NCO clubs—they can buy that 
i 7 locally. 

Mr. Datmas. Mr. Chairman, I might offer for the record this 
comment. 

As you know, the committee is sponsoring the idea of confining the 
military to the power of requisition, with a civilian peceerenent 
agency doing all the purchasing. Perhaps if that idea finally comes 
to fruition, there may be an end to some of these unbusinesslike, shall 
we say, methods now applied to these purchases. 

Mr. Muurer. Well, I can see the general principle; if we pick a 
civilian from Maine, he is going to buy Maine potatoes, and then what 
happens to Idaho potatoes ¢ 

i ughter. | 

Mr. Wirr. Instead of Rapid City buying apparel and clothing in 
the New York market, we have got a lot here 

Mr. Muurer. And we feel we have got a lot up there, too. 

| Laughter. | 

Mr. Movrer. Thank you, Mr. Freeman. 

Now, I would like to call on the witnesses who are small-business 
representatives and not Government agency representatives. I will 
briefly run through this list I have in front of me and find out if you 
are all here and will testify, and then if anyone is not on the list that I 
have read and who wants to be heard, will you please give your name 
to Mr. Riley, who sits on my left, your name and address and firm or 
company affiliation, so that I can add your name to the list, and then 
we can try to gage our time so that we can get through and give every- 
body an gaara’ to be heard. 

Those that have already indicated a desire to be heard are the fol- 
lowing: first, Mr. Owen. 

Mr. Owen. Here. 

Mr. Mutter. Mr. Maxwell. 

Mr. Maxwe.n. Here. 

Mr. Murer. Mr. Herlong Jones. 

(No response. ) 

Mr. Mutter. Mr. Lloyd Johnson. 

Mr. Jounson. Here. 

Mr. Muurer. Mr. Lange’s letter has been read. 

Mr. Elmer Abrahamson. 

Mr. Aspranamson. I am here. 

Mr. Mutrer. Mr. Johnston. 

Mr. Jounstron. I am here. 

Mr. Mourer. Mr. Haag. 

(No response. ) 

Mr. Mutrer. Mr. Goit. 

Mr. Gort. Here. 

Mr. Motrer. Mr. Bliss—I understand he will be here. 

Mr. Lloyd Hale, I understand, can only be here at 3: 30. 

Are there any others who want to be heard? If there are, please 
let Mr. Riley have your name and address, and so forth; will you 
come up and talk to him? 

Mr. Cook. My name is G. E. Cook, of Phileo Products, Minneapolis. 

Mr. Muurer. Anyone else? 

Mr. Lunpperc. My name is Lundberg, of McQuay, Minneapolis, 

Mr. Motrer. All right, thank you. 
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Now, we will hear Mr. Owen, who is the purchasing agent of Mec- 
Connon & Co., of Winona, Minn., manufacturing chemists. Mr. Owen. 


STATEMENT OF E. G. OWEN, PURCHASING AGENT, McCONNON & 
CO., WINONA, MINN. 


Mr. Owen. Gentlemen, my statement is in the form of a letter which 
I will read. 

I come before you representing McConnon & Co., Winona, Minn. 
This company was established in 1889. 

Our original business was the manufacture of extracts, spices, cos- 
metics, proprietary medicines, household necessities, et cetera, which 
were sold throughout the United States by house-to-house canvass. 

In about 1934 we became interested in the insecticide business, 
which has grown to a geod volume. 

We want Government business not so much from a profit angle but 
need the volume to share a proportion of our expense in operation. 
This expense is normally called burden or overhead. 

To show you that we have had some experience in dealing with the 
Government we'll say that during World War II, between September 
30, 1941, and September 30, 1945, we manufactured for the Govern- 
ment without a single rejection the following: 1,851,910 pounds gela- 
tin desserts, 5,035,216 pounds starch desserts, 329,490 pounds baking 
powder, 837,385 pounds spices, 3,245,184 cans 2-ounce insect powder, 
3,308,350 pounds 5-pound insect powder, 1,641,025 pounds Larvacide, 
254,300 pounds tale, 9,660 gallons extracts (lemon, orange, vanilla). 

During the last 2 years we have done very little business with the 
Government. This has been caused by increase in freight rates which 
are up approximately 80 percent from 1944 levels and for that reason 
we now employ an average of 51 people instead of an average 108 
persons in war years. 

We want Government business but we are unsuccessful in bidding 
owing to high freight rates to either coast. We have the plant, equip- 
ment, the technical personnel, and the manpower but we, like other 
companies in this North Central district, are at a disadvantage bid- 
ding on a heavy product produced at a cheap price. 

We feel that procurement officers should purchase throughout the 
United States of America without regard to freight for the following 
reasons : 

1. We, in the interior, can produce without an outlay of cash for 
enlarged facilities. 

2. We can give employment to our regular local help and keep them 
in their home districts where they have their homes and family ties. 

3. We, in this area, have adequate housing without Government 
subsidies for housing projects. 

4. We think it advisable in case of war and enemy bombs to have 
industry scattered throughout the United States of America instead 
of concentrated in coastal areas. 

5. We, in the interior, pay our fair share of taxes for the defense 
effort and should have a fir chance at Government business to keep 
us prosperous so we can continue paying taxes. 

To illustrate what an item freight is on insecticides, let me say that 
the carlot rate on insecticides is as follows: Winona to San Francisco, 
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$2.60 per hundredweight ; Winona to New York City, $1.70 per hun- 
dredweight. 

Liquid insecticides weigh about 10 pounds per gallon packed in 
5- or 55-gallon drums. Therefore, the freight alone from Winona to 
San Francisco would be about 26 cents a gallon on an item costing 
from 50 cents to $1.25 per gallon f. o. b. Winona. ; 

On 5-pound louse powder packed four to a case a carton weighs 
from 27 to 33 pounds, depending on the packing. Therefore, every 
100 pounds net shipped would weigh 150 pounds, which costs in freight 
to San Francisco, at $2.60 per hundred, $3.90 or $0.039 per pound on at 
item costing between 11 and 15 cents per pound f. o. b. Winona, Minn. 

Is it not apparent that we cannot compete with companies on the 
coast that can deliver competitive material at 50 cents or less per 
hundredweight for freight ? 

Every day we hear of people moving to coastal areas from this 
part of the country. They go to congested areas where housing is 
inadequate. Houses and factories are being built in those congested 
areas, and many with Government money. Would it not be sensible 
from an economic standpoint to keep them here? 

May I repeat and suggest that for the reasons enumerated that steps 
be taken so that procurement officers are authorized to purchase all 
items without regard to freight. 

Mr. Mutrer. Mr. Owen, please understand I have no objection to 
your increasing the volume of your business to the maximum you 
think is proper, but presently this seems to be rather a good volume 
for what we call or know as small business. 

Now, all of your products are apparently sold within an area of 

Mr. Owen. Seven or eight States. 

Mr. Mutrer. Seven or eight States? 

Mr. Owen. Yes, sir. 

Mr. Motrer. Do you know what the volume is for the insect powder 
of the type you manufacture ¢ 

Mr. Owen. We run somewhere under 1 million. 

Mr. Muurer. What is the quantity sold or bought in the California 
area; do you know ? 

Mr. Owen. You mean for agricultural uses ? 

Mr. Mutrer. The same use that your insect powder would be used 
for. 

Mr. Owen. By very large users, but we are not competitive there, in 
agricultural. 

Mr. Mutrer. You are not competitive? 

Mr. Owen. Not at all. 

Mr. Mutrer. Well, if You put this freight rate so that you could 
be competitive and ship to California, the same thing would apply 

Mr. Owen. Now, I am not asking to sell our agricultural chemicals 
in California for agricultural purposes, but for the use of the Govern- 
ment in the form of louse powder, insecticide, liquid or dry, for the use 
of our troops in Korea or other places. That is all, we want a little of 
this Government. business. 

Mr. Muurer. Well, let us take that. Let us assume we are going to 
ship 1 million cans of insect powder to Korea. 

Mr. Owen. Yes, sir. 
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Mr. Murer. And you cannot compete with the man on the Pacific 
coast, nor can the man on the east coast compete with the man on the 
Pacific coast. 

Mr. Owen. That is right. 

Mr. Motrer. Because it is going all the way to Korea. Now, if the 
Government is going to put you on a competitive basis, then the Gov- 
ernment is going to have to absorb that differential and the taxpayer 
will have to pay it. 

Mr. Owen. That is correct. 

Mr. Movrer. And the same thing in the case of the man on the east 
coast. 

Mr. Owen. That is true. 

Mr. Muurer. And in that case the additional freight that the tax- 
payer would have to absorb and the Government would have to pay 
would be almost double. 

Mr. Owen. That is true, but wouldn’t it be better 

Mr. Moutrer. In an emergency period, and this is an emergency, 
although we hope it is not going to Yast too long, but we have got to be 
prepared for it as long as it lasts, is it a fair thing to do to ask the tax- 
paver to absorb that just to put you on a competitive basis? 

Mr. Owen. That is up to you and the procurement agencies to make 
that decision, but we cannot pay our taxes and go into the defense 
effort unless we are prosperous in this part of the country. 

Mr. Mutter. Well, I want to see every businessman on a fair com- 
petitive basis, but I don’t want to see the taxpayer get it in the neck 
doing it; and, pointing to your argument, to put you on a competitive 
basis with California would require my district in New York to be 
competitive also. 

Mr. Owen. That is right, but you are in good shape on the east coast 
at the present time and there is a certain amount of movement from 
eastern ports. 

Mr. Mutter. You will agree with me that no man in business, small 
or large, is satisfied he is doing enough volume. 

Mr. Owen. Well, that is probably true, too; but I notice in Cali- 
fornia they are building up industries which are being established up 
there, some of them with Government money. 

Mr. Murer. You strike a responsive chord in me, even in an elec- 
tion year [laughter], because I am one of the few men from New York 
State or in the New England area who advocated publicly diversifica- 
tion in industry even though it meant we would have to lose some of 
our New York industry. 

Mr. Owen. Another thing, I think we should not be in a position, 
if an emergency came up—the California contractors would be in 
very bad shape in case of a bomb attack. By our methods of procure- 
ment and buying in coastal areas, we have got them sitting there like 
sitting ducks. 

Mr. Mutrer. I agree completely with you. There are many of my 
colleagues—as a matter of fact, the majority—that disagree with me, 
that any new expansion or any new industry should be dispersed or 
not congregated in congested areas, but as of this moment you and I 
are in the minority. 

Mr. Owen. No question about that. 

Mr. Motrer. As far as voting power. Are there any other questions 
or comments ¢ 
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Mr. Wrer. Let me ask him a question. 

Mr. Mutter. Yes. 

Mr. Wier. Do you find any Government purchases of the products 
you make brought up here for distribution by governmental activities 
in competition with your local concerns? 

Mr. Owen. Oh, yes; we got some business once in a while. 

Mr. Wier. I did not ask you if you got any business. I asked you 
if you had found where the Government had purchased these insecti- 
cides or these other chemicals that you manufacture. 

Mr. Owen. In our district? 

Mr. Wier. Yes; in your district. 

Mr. Owen. Yes; we have one competitor in our town that gets some 
business. 

Mr. Wier. You still don’t get my question. Let us take Florida or 
California or New York; do you find the manufacturers of your prod- 
ucts in those areas getting Government contracts to furnish your in- 
secticides for this area? 

Mr. Owen. Oh, no. 

Mr. Wier. Then you have this whole area? 

Mr. Owen. Well, there is no insecticide used by the Government in 
this area. 

Mr. Wier. We are talking about insecticides—— 

Mr. Owen. They use that for louse killer—now, for reforestation 
and all of that, that is bought by other agencies, by the Department 
of the Interior, and that is on open bid, but I was not thinking of that. 
I was thinking of procurement by the armed services. 

Mr. Wier. The military agencies? 

Mr. Owen. That is right, the military agencies—insecticides used 
for mosquito control—but louse powder for the human, the soldiers, 
they are not used in this country to any extent. 

Mr. Wier. So there is no market in the military field? 

Mr: Owen. No. 

Mr. Wier. So, you have got to go up to the other area, where the 
military is making large purchases for east or west shipment 

Mr. Owen. That is right. 

Mr. Wier. Have you got any contracts now? 

Mr. Owen. Yes; we got a little one now. It happens to be a very 
technical material that only one or two companies in the United States 
bid on, and I only got 10,000 gallons of it, at approximately $5 a 
gallon—3 days’ run, if you want to put it that way. 

Mr. Datmas. Mr. Chairman, I would like to ask a question. 

On this type of chemical is the freight actually a considerable 
factor in delivery to either the west or east coast ? 

Mr. Owen. Twenty-eight cents for a gallon of liquid insecticide at 
San Francisco, and generally insecticides are at 50 cents to $1.25 a gal- 
lon. Now, you add 28 cents to 50 cents and you get 78 cents, and that 
throws you clear out of line. 

Mr. Wier. Is du Pont in your field ? 

Mr. Owen. Oh, yes. 

Mr. Wier. They are? 

Mr. Owen. No; they don’t go into this kind of formulated material, 
but we buy from du Pont the parent chemicals which we formulate 
and dilute and put up in, for instance, emulsions. 
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Mr. Mutrer. Are there any other questions? If not, thank you, 
Mr. Owen. 

Mr. Maxwell, please. Mr. I. C. Maxwell is general manager of the 
Unipress Co., Inc., of Minneapolis, Minn. Mr. Maxwell’s company 
manufactures laundry equipment. 


STATEMENT OF I. C. MAXWELL, GENERAL MANAGER, THE 
UNIPRESS CO., INC., MINNEAPOLIS, MINN. 


Mr. Maxwetu. Mr. Chairman, I wish to apologize. I have not got a 
written report, I am just going to recite this. 

First of all, I want to say I am very grateful to be given this privi- 
lege of sitting here and citing my humble experience of what I have 
been through, and I may be a little Seaniations in my case, but I think 
more or less this is going to apply to all small-business men. 

We are manufacturers of air-driven laundry presses and have been 
for the last 30 years. 

I just want to say I came from New England to here in 1940, I used 
to be a distributor for a company. The president died and they 
asked me to take over. I knew nothing about manufacturing; how- 
ever, I did. 

Well, in World War II, we were fortunate in getting a lot of bids 
for machines. They were highly competitive and we visited Wash- 
ington and contacted all of the bureaus, in order to obtain my bid. 

Vell, the thing that helped us greatly was that everything they 
purchased in our particular line, which was laundry and dry-clean- 
ing machinery, was f. o. b. Minneapolis. In that way we were able 
to make approximately 12,000 presses that were shipped to the various 
cantonments in the United States and abroad. We were very 
successful. 

And we were able to have a lot of aid from the Smaller War Plants, 
which would help us secure bids. 

I cite one instance of 1,200 machines, where the machinery ran 
probably $800 or $900 apiece, retail price and average—the War 
Plants helped us in this respect to obtain a good portion of this bid, 
due to the fact that they did have a ruling that where the larger manu- 
facturers were able to bid lower through their high productive facili- 
ties or more modern machines than the small fellow, the small-busi- 
ness man, that they were able to produce certain machines at much 
lower cost—it does not mean they were any better in quality—well, we 
were able to get that at approximately 8 percent differential and we 
got some business through that. 

However, this time, since Korea, we got some bids, very close—as 
a matter of fact, they were so close, that, when we had to wait for 3 
months for the money and I had to borrow money from the bank and 
pay 5 percent interest, there was not much profit. However, it gave 
us something to do to keep our men intact. We do not want to lose 
our good men. It is very important. If you don’t have business you 
are going to lose them and never regain them. So, we were able to 
do that. 

I will cite an instance here in the Chicago quartermaster, where 
we had several bids and I called the Small Defense Plants—I think 
it was Mr. Kent here in Minneapolis, and he wrote a letter in our 
behalf. There were four bids which amounted to a lot of money. 
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We went there to find out—we bid as low as we possibly could 
bid—that the largest fellow’s bid was low, so low that four or five 
of us were unable to compete, with the result that one large company 
got all the bids on the pressing machine with about 800 presses. 

[ went back. Frankly, I wanted to know, was my cost right? We 
went through it. We feel that our costs were pretty nearly as much 
as theirs, because although we are small we are pretty efficient, and 
they could not have had much differential in prices. 

I have a machine weighing 1,617 pounds, for export 2.200 with the 
crate. 

I realized, of course, that if the bids were f. o. b. here, I would have 
had a good chance and, if I did not, the next fellow, smaller fellow, 
would have got some of this bid. 

So, I got right back to the fact that our competitors in and around 
Syracuse, N. Y., and Salt Lake City, they are having an advantage 
in freight, whether it is aboard ship going abroad or whether it is any 
of the bases here. Of course, when the bases are near Minneapolis 
or within reason, we generally get it, the bids. 

We are not complaining. Weare not suffering. But I am talking 
on behalf of the point that if we could get the same break that we had 
in World War II where everything was purchased f. o. b. here, I think 
it would help us all a great deal. 

Another thing. In our particular association we have been able 
to secure material, but I think there is such a thing as material prob- 
lems, problems in getting materials. We don’t all get Government 
bids and we do get some commercial bids, and when we get one and 
there is a problem securing materials to do this commercial work— 
plus the fact you are always a higher bidder due to the freight here, 
then, of course, it certainly presents itself as a hardship on the small 
business company. 

Another thing—and I don’t know whether it is in line or in order 
to make a statement of this nature, but I notice that a lot of these 
big company bids are ridiculously low and I just wondered whether 
or not they have other large Government work and, by doing so, can 
bid lower to hurt the small fellow, dumping this busmess into their 
pool and therefore making an over-all profit. 

I can cite a couple where a man could not possibly make these ma- 
chines as low as the price quoted, and, of course, this particular com- 
pany has a great deal of competition from the small-business man, and 
his bid was much lower than they could possibly make the machines 
for—but, of course, I am going to have my own private investigation 
on that, to find out, and why the reason for it, and I shall report it. 

I tell you gentlemen, frankly, in Minneapolis here we ave been 
very successful. We are growing. We do not know what the future 
has in store. 

It looks to me like we have to depend largely on Government work 
if we are going to survive. We used to employ 100 people in our shop. 
We now have about 60. Our commercial business has fallen off. We 
are losing bids on Government jobs and it is due to the freight, to the 
extent that we are thinking seriously of moving out of the State. 

In fact, it was brought up before a board of directors’ meeting on 
July 1 that we can have facilities where we are near the water front, 
und the water front freight is much cheaper, and we will be more 
centralized. 
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But I am hopeful that the Small Defense Plants Administration 
is out to do a job and I feel that with two things, if we can get a 
break in the freight and if we can be helped in obtaining material, if 
there is such a possibility, that when it is proven that this—the big 
company can manufacture machinery much cheaper than us, and pro- 
viding all things being equal in quality and acceptance to the armed 
services, if we should be given a break of a 10 percent or 5 percent 
override, I think that is all we need; in fact, if I had a 5 percent 
override I would have gotten a big part of that bid. 

I mean help like that when it is needed, I am not asking for the 
Administration to help us all the way. I think it is a fight and every- 
body has got to go and fight for bids, and you have got to get your 
costs down and 3 better buying, and I think with the assistance of 
the Small Defense Plants Administration we could do it, if it was 
one that was a very efficient administration—we need it badly. 

Mr. Mutter. You have been consulting with the Small Defense 
Plants Administration ? 

Mr. Maxwet. Yes. I remember all of the old boys, I worked with 
them, and I have kept in touch with them. 

Mr. Mutter. Let me ask you something. Suppose the emergency 
were over and there were no Government procurement to any great 
extent of the equipment that you can manufacture. 

Mr. Maxwety. Yes. 

Mr. Mutter. Then what is your problem ¢ 

Mr. Maxwe tt. If the emergency should be over and we would have 
no hopes of getting, could not rely on Government work, then of course 
I would probably expand my sales organization. I don’t need to ex- 


pand it a now because we are lacking in material and we 


would not be able to get materials to make it. I at least feel that I 
am not in distress, I am not in trouble, but I believe some are. I am 
fortunate enough, that I am not. 

Mr. Mutrer. In other words, you want to limit your statement 
when you said you were in serious difficulties unless you could get the 
Government contracts ? 

Mr. Maxwe wt. I beg your pardon. 

Mr. Mutter. You are talking about just the emergency period ? 

Mr. Maxwe.u. That is right. 

Mr. Mutter. Because of the scarcity of material, you cannot get 
the material for the defense effort and you cannot get it for the 
civilian effort and you are in trouble to that extent ? 

Mr. Maxwetu. To that extent. I would like to limit it to that. 

Mr. Muvrer. Let me ask you one other thing. I think you men- 
t emg there were four or five other men making ft e same equipment in 
this area. 

Mr. Maxwetu. Not in this area. We have two in this area, one is 
strictly dry-cleaning and one is strictly laundry manufacturing. 

Mr. Mutter. Could you compete with these big fellows if you 
formed a pool for the purpose of getting war contracts? 
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Mr. Maxwetu. No; I don’t think we could. We have at least 70,000 
square feet and we could use twice that much. In other words, we let 
out 60 percent of our jobs, whether it is Government or civilian, to 
various companies throughout Minneapolis, at least 60 percent of 
our work is being let out. 

For instance, one of them welds the frames and the other makes 
tables, and the chromium and the nickel—all of that stuff is contracted. 

Mr. Motrer. And that would not put you on a competitive basis at 
all, for you people to form a pool for the purpose of getting Govern- 
ment contracts ¢ 

Mr. Maxwetu. I don’t think it would help, sir, because we are the 
only ones that manufacture that type within 1,000 or 1,500 miles. 

Mr. Matmauist. Is your product a Government-designed product 
or is it a standard commercial product ? 

Mr. Maxwe.u. Designed and manufactured by us. 

Mr. Matmaquist. Not manufactured by Government specifications— 
it makes a difference. 

Mr. Maxwett. Well, it meets the Federal specifications. So do the 
other manufacturers. 

Mr. Mutrer. But if it is laundering equipment and dry-cleaning 
equipment that would do that job—I mean, it can do the same job as 
any of the equipment built by the big companies? 

Mr. Maxwe et. That is right; it is all the same Federal specifications 
and as far as the purchases of the Government, it does not matter as 
long as it lives up to the specifications, it is all right. 

Now, we did have an instance where there was a bid that came out 2 
months ago. It was for 500 presses and the bid read that only one 
company could bid on 500 presses to be delivered at a certain date, 
and there are only one or two companies in the United States that 
could have done that, and it was not a small-business man. 

And I just got hold of the authorities and I just stopped that, and 
we got it changed. So, I think that if you catch things in time, they 
are all willing to change their bids, where you show them it was not 
right. I think I have always been successful to change bids. They 
are really sympathetic in Washington or wherever you go, toward 
small business. All you have got to do is to get right after it in time. 

Now, of course, from the quartermaster we get our bids right on 
the dot and we have plenty of time to find out whether it is right or 
wrong. 

Mr. Mouurer. When you have gotten your facts assembled on the 
question of whether or not these big companies are actually selling 
at a loss to put you small fellows out of competition with them, we 
would like to know the details. We would like to have you send 
them to us. 

Mr. Maxwe.ut. We certainly will. I am going through a real 
investigation. 

Mr. Mutter. That definitely is unfair competition. While the big 
fellow that makes 20 products can force you out of the market and 
take a loss on your products, while it is good business for him, it is 
bad business for the free enterprise system. 
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Mr. Maxweti. May I have permission to cite a case? 

Mr. Mutrer. Yes, please. 

Mr. Maxwe.t. In our bid to the quartermaster, QM-—1100952, 
opened May 4, 1952, I want to show you a differential. 

The Unipress bid $1,355, and the competitive company $1,000. 

Mr. Muurer. Where was the place of delivery; I assume f. o. b. 
destination ? 

Mr. Maxwetw. California. 

Mr. Moutrer. Where was the competitor with the $1,000 bid located ¢ 

Mr. Maxwetw. Syracuse, N. Y 

Mr. Muurer. So it could not have been freight differential. 

Mr. Maxwewi. Well, they have the waterway. They have 3 months 
to make the delivery. 

So, we figured the freight, waterway, and it does not make that 
differential of $351. They may make a press 2 percent cheaper than 
we do, but they cannot make crates cheaper than we do. 

Mr. Murer. Off the record. 

(Discussion off the record.) 

Mr. Murer. Your criticism is not leveled against the quarter- 
masters, their job is to get the better price. 

Mr. Maxwe.u. No, sir. They were very, very hurt when this came 
and all the small fellows were thrown out of the window, they were 
very sympathetic, because they had seen bids and they had never 
seen anything like this. 

And I said to them, “Look, maybe it would be cheaper for you to 
make presses for me and put my name on it, and I could sell them 
cheaper than I could make them,” and T said, “Are you liquidating?” 

I said there right at the negotiations, I said, “Good Lord, are you 
liquidating, or what are you doing?” 

And I said, “I am going to make a statement right here—I am 
going to investigate it.” 

Mr. Murer. Did they deliver under the contract ? 

Mr. Maxweti. They have not delivered yet. 

Mr. Mctter. Is there any question whether or not they can deliver? 

Mr. Maxwe tu. They can deliver, they are a big company, they can 
make all the presses. Now, out of 800 presses, they got every one; and 
not only that, they got lists of bids for washers—of course, I am not 
interested in washers, but I know several small companies that make 
beautiful washers, and this company will bid 20 percent lower than 
them—the big companies, they all have big war works, they have a lot 
of money and ev erything. 

Mr. Datmas. Inasmuch as these records are public information, I 
don’t think there is any objection to putting the name of that par- 
ticular company in the record. 

Mr. Muvrer. Oh, I think we ought to have it in the record. 

Mr. Maxwevy. Well, I would like to make a print of it and give 
it to you. 

Mr. Murer. We would like very much to have it. 

Mr. Maxwett. You could have these two copies (see pp. 3063-3064). 
Now, bear in mind, gentlemen, you have so much profit to make. We 
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bid 40 percent off plus the crate, and the freight, carload rates—we 
tried to get it—in other words, I go to the Quartermaster and I say, 
“Look, here is a bid. If I get 10 f will have to charge so much; if I 

t 45 I charge so much, because I can make a carload rate and save the 
Government money and still keep my compan ing.” And they 
have been very good at it and—and don’t let us kid, the lowest bidder 

ts it—— 
eae Motrer. Of course, you are talking only of yourself, but what 
happens to your industry happens to other iedeetee. 

If we could earmark this procurement so that 50 percent, or what- 
ever percentage it is, and not let one big company take, as in your 
instance, all 800, if they would take 400, let us say, and 400 could be 
divided among the small-business men according to the competitive 
oes we can save you fellows and keep you in business so that we can 

save you when we need you when the emergency is over. 

Mr. Maxwetu. That is right, and that was exactly what they did in 
World War II. If there were 800, they would divide it up in half, and 
they kept us fellows going. 

Mr. ena Of course, there is one other big difference, too, that 
you are a single-line company as compared to a company making many 
lines and having many contracts with the Government. They can lose 
money on this contract in your line and possibly through renegotiation 
procedure come out all right anyway. 

Mr. Mutter. Or make a profit. 

Mr. Damas. It is just a backlog proposition, and we found it 
effective in many items. 

Mr. Maxwe tt. I tell you, sir, there is one thing I learned—maybe 
I love to do it, and I love to fight against things that are not right, 
and I have been in Washington, I spent a lot of time with the quarter- 
masters—now, these big companies like Troy and American, they make 
a complete line. The smaller fellow might specialize in just washers, 
or another one might be in presses. Well, they did not have a chance 
to bid. It was a lump-sum bia 

And I got a few of the fellows together with me in Washington 
and we were successful, and thank God for it, now that you have a 
chance to bid on any item you want to—and the only thing they can 
do if they have any other defense work—of course, as I say, the big 
company could be lower on washers, could be lower on extractors, 
and on presses, but they could make more money on ironers—but they 
get the lump sum, that is still possible—and I think, frankly, that 
everybody here, and I am talking on behalf of all the small busi- 
nesses—is willing to fight. 

But, there is no sense in hitting your head against a stone wall; and 
it seems to me that this Administration is the answer to it. 

Mr. Mvurer. Well, let us see if this committee cannot be the bull- 
dozer to break down that stone wall. 

Mr. Wier. I would like to make a comment. 

Mr. Mutter. Go right ahead. 

Mr. Wier. Would your firm be better off if the military got out of 
the laundry and dry-cleaning business? 

86267—52—pt. 4 —15 
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Mr Maxwe tt. I don’t quite follow you. You mean in purchasing? 

Mr. Wrer. In the dry-cleaning and laundry business in the mili- 
tary installations. 

Don’t you remember, Mr. Chairman, when we passed the military 
appropriation bill, they added an amendment there for the military 
fo get out of the laundry and dry-cleaning business wherever there 
were local laundries and in dry-cleaning plants? 

Mr. Mvuvrer. Yes, you are quite right. I think the Armed Forces 
are following that procedure today. 

But, when you get a military installation more or less on a tem- 
porary basis or you are setting up something out in the field and 
private industry cannot fill that need, then the armed services must 
fill that need. The men and women in the armed services must keep 
clean, of course. 

Now, most of this equipment is not going into places where the 
Government is using them in private business ventures, where they 
are charging the men for cleaning service; it is being used as part of 
the service they must supply. 

Mr. Wier. I am directing your attention to that tremendous sum 
in the budget that was going into laundry and dry-cleaning equip- 
ment——— 

Mr. Mutter. I think that situation has been cleared up. 

Mr. Maxwe tt. I think I can answer that question because I hap- 
pen to be on the board of directors of our association, which works 
very closely with the Armed Forces. 

That subject came up and I am happy to state that the Armed 
Forces have been letting out a lot of contracts to a number of clean- 
ers—launderers and dry cleaners throughout the country—and we 
have put in a lot of installations to do this Army and Navy work. 

Mr. Mutrer. That is, for every installation there is a private laun- 
dry and cleaner to do that work 

Mr. Maxwetx. That is right. However, we have come to a 20,000 
component ; they have to have a laundry of their own, too. 

Also, a lot of it is abroad, where they are putting up these big 
bases. 

At least the people I have met in Washington and the executives 
and the Armed Forces have been very sympathetic toward helping 
us, and they have done a very good job, and I think that with the 
Small Defense Plants Administration here in Minneapolis, where we 
can get on the ground floor and do a little fighting, I think it will 
be all right. 

Mr. Mutrer. Thank you, Mr. Maxwell. If you have any addi- 
tional information you want to send to us, we will be very happy 
to receive it. 

Mr. Maxweu. I will give you gentlemen a report on all I find 
out in this investigation. It is under way now and should be com- 
pleted soon. 
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(Tables submitted by Mr. Maxwell are as follows :) 


Comparison on bidding prices opened June 4, 1952, Chicago Quartermaster Depot 


FOR INVITATION NO 11-009-52- 1552 


QM 


Item Unipress Prosperi 


. Garment unit (2-1021 and 1-50T 
(a) 
(b) 
ic) 
(d) 
54) 
(a 
(b) 
{c) 
(d) 
5. 2 Operator shirt unit (S82, STH, 198Y, 
shirt rack, collar form 
(a) 
(b) 
fc) 
(d) 
7. 4 Operator shirt unit (SS2, STH, 198Y, 
form, damp box, shirt rack) 
(a) 
(b) 
Trouser unit (2-1021 and 1-53T 


398, damp box, 


37B, 398, collar 


(a) 
(b) 


(¢ 
(d) 


350 
, 520 


, 451 


FOR INVITATION NO 553 


QM 11-009-52 
. (8S 


. Garment unit (2-1021 and 1-50T 

(a) 

(b) 

(c) 

(d) . 
. 2 operator shirt unit (SS2, STH, 39S, 198Y) collar form, 

damp box, shirt rack) 

(a)... . r 2, 354 
(A) baits oi ? Saeleediiend 2, 329 

(c) ine 7” ee ee es 2, 513 

(d) glint ‘ 2, 388 
. Trouser unit (2-1021 and 1-33T 

(a) , , 418 
(6) Rees s , 333 
(¢) AF ae Tae . 520 
(d) , 434 | 


Unipress price list, effective June 28, 1951 
TYPE L WEARING APPAREL, LINEN SUPPLY AND MISCELLANEOUS PRESSES 
(STANDARD SIZE) 


Buck end 


Approx- 
width 


imate 
ship- 
ping 
weight, 
pounds 


Price 
f.o.b 
Minne- 

apolis 


Buck 
length 


Purpose Floor 
space 


Left Right 


Inches Inches Inches Inches 
44 by 45 38 12 8 
General bodying 44 by 45 40 17 17 
Pillowcases, napkins_. | 48 by 47 42 24 24 
Medium to small pieces. ' , 3 4419 14 by 11 by 3 
Wearing apparel. ...............-..-. 390 | y eo | 8 uv 


Nore.—Chromed heads standard on all models; lower chest supported on springs for 
uniform pressure and faster drying. standard on all type L models. 

This list supersedes all previously issued lists. Prices subject to change without notice. 

Accessories : Unipress collar form (not heated), $25; Unipress shirt rack, $15; Unipress 
damp box (with casters, $5 extra), $45; automatic oiler, $15; electric automatic timer 
(net price), $40. 


Small garments 
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TYPE L WEARING 
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Unipress price list, effective June 28, 1951—Continued 


Price 


Mode! 


SOT... 
5ST 
Ci 
C5420 
C24 
Ds 
DSR 
CV33. 


8C22.__. 
CNM 


w4 
D1221 


Gyc-19 


sCCY-B 


f. o. b. 
Minne- 


$1, 


SCCYG-B 1, OSs 


STH 
STHG 
BT 
398 
398 L 
398R 
37B 
8Ci4l 
DSsC4l 


DSL. 


C21 


NOTE.- 


and fester drying, stenderd on all type 


CPANBERD cram) —Continued 


APPAREL, LINEN SUPPLY AND MISCELLANEOUS PRESSES 





Purpose 


| pounds | 


w os apparel __ 


vee sonnen, F linen supply, ete 


do a 
Linen supply, shoulders, collars. 
d 


0 ee » stew owe . 

Coverall bodies equipped with steel 
wool and spring pads. 

Separate co 

Combination starched collars, hand- 
kerchiefs and napkins. 

Wearing apparel, wash trousers and 
uniforms. 

Double trouser topping with spring 
pads. 

apm yokes, collar and cuffs, linen 
supply. 


TYPE L SHIRT PRESSES (ST 


Shirt collars, cuffs, and full yoke iron- 
ing feature. 

Shirt collars, cuffs, gussets, and full 
yoke. 

Shirt collars and cuffs 

Shirt collars, cuffs, and gussets 

Collar-attached and negligee 
(no clamp or tailband). 

Combination bosom and body—auto- 
matic tailband and neckband. 

Combination bosom and body 
tionary tailband. 

Conbination bosom and body 
recessed for yoke. 

Shirt bodies—2 lays on wide buck 

Shirt collars (used in 6 machine, 4-girl 
unit). 

Double collar (used in 7 machine, 4 
girl unit). 

Double shirt sleeves 


shirts 


Sta- 


end 


TYPE E SMALL PRESSES 


Medium-size apperel, with spring pad 

Pants topping, with spring 

Trouser top 
spring pad. 

Wesh suit and general touch-up work, 
with spring pad. 


OP ..avee Sutibouials epdipagce sine 
Wesh suit and general touch-up work 


Yoke and collers of family garments 


and linen er. 
do 
do 
do. 


5 | Men’s shirt yokes with collar holder 
| Shirt sleeve gussets 


440 | 


| Shirt cuffs end gussets (used in 6 ma- 
| Double cuff (used in 7 machine, 4 girl | 
} 


chine, 4 girl unit). 


unit). 


| Double short shirt sleeves. - 


Shirt collar and yoke 

2lay ale e with cuff holder and monel | 
pac 

Trouser topping, collar and yoke 





L models. 


d 
ng end wash suits, with | 


--| 
| 


Chromed heads pawn on ?ll models; lower chest ouggartel on springs for uniform pressure 


| Approx- 
imate 
ship: 


oto 
B.- 4 ; 





-——_—| 


= Se2RSREz 


hs 
4% 
a 

— 
~ 


saaseeee | | 
“w4eeaeas 
acaneese 


S vroerrvrerr7 


Bs 
nl 
_ 
n 


66 by 45 
60 by 45 
44 by 45 


hae 


y meh 33 by 15 
15 
“4 
18 (special) 7 
2 oval 12 inches 


wide 
3 bucks center recess 


2 
Specia 
22 
22 


5334 
21 


15 
24 


ANDARD SIZE) 


1,300 | #4 by 45 


1,300 #4 by 45 
1, 280 

1, 280 | 
1, 30 

1,420 | 45 by 45 
45 by 45 
45 by 45 


4iby 45 | 
34 by 45 


48 by 45 
58 by 45 


1, 420 
| 1,420 


1, 390 
1, 150 


1, 300 
1, 380 


(MUSHROOM) 


460 
460 | 
460 | 


% see 


Bs 
Serr es se cs ses 


as 
<—<<<— “<“4—4 4“ “S“— |“ “s““<¢ 


@ 888 Bes s 


<<< “« 
8 888 8 BBe Bee & Be Se SBE 


S$ ggg ¢ 
= 


| Se 


3 arched bucks 
3 arched bucks 
3 arched bucks 


3 arched bucks 
30% | I7 by 7 by 12's 


19 by 19 by 14 
1 arched buck 


2 arched bucks 
2 special bucks 


12 
12 | 9 
Oval 12 inches 
wide 
| Oval 10 inches 
wide 
Do. 
Oval 9 inches 
wide 
10% inches deep, 
recessed 
Do. 


Do. 
1014 inches deep, 
recessed 


9 


Specie! shape 
2 special buc s 


actos 
2 2 arched bucks 


This list supersedes all previously issued lists. Prices subject to change without notice. 
Accessories: Unipress collar form (not heeted), $25; U 2 shirt rack, $15; Unipress damp box (with 


casters, $5 extra), $45; automatic oiler, $15; electric automat 


c timer (net price), $40. 
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Mr. Muurer. Colonel Philipps, could you supply us with any in- 
formation on the present policy of the armed services and their pro- 
curement on the question of transportation, what they are doing? 

Colonel Puituirs. On freight rates ? 

Mr. Muurer. Yes. . 

Colonel Putirrs. Well, Congressman, where the procurement is 
asked for f. o. b. plant or destination, the freight is added in the 
cost before the contract is awarded, regardless of which way. 

Mr. Mutter. For determining the price you take the freight into 
account no matter how the—— 

Colonel Putirrs. In either instance the freight is taken into con- 
sideration in determining the low price. 

Quite often where distribution is to be made to a number of dif- 
ferent points they will ask for freight f. 0. b. plant and then add in 
the freight differential for all the different points at which delivery 
is to be made. 

Mr. Mutrer. And in that instance, if there is procurement being 
made for delivery to five different points in the country or even out- 
side the country, will you break up the allotment in accordance with 
the places of delivery ? 

Colonel Puimirrs. They practically always break up those, Con- 

ressman, if the total cost is less by breaking it up. If the total cost 
is less, even though it were coming out of New York and being shipped 
to Seattle, the contract would still go to New York, but it is figured 
on a basis entirely of total cost. 

Mr. Mutter. It is obvious that on a contract such as Mr. Maxwell 
talks about, laundry equipment, they would not be going to one 
place but many places. 

Colonel Puizirrs. Apparently overseas shipments, I assume. 

Mr. Maxweti. Well, some was domestic shipment. 

Colonel Pritirrs. Some was? 

Mr. Maxweti. And some was overseas. There was a mixture 
there, and from my tabulation you could see the various bids. 

But the whole substance of the thing is that we bid 40 and they 
bid as much as 65, that is the whole thing? 

Mr. Mutrer. Did that invitation to bid permit you to bid on less 
than the full quantity ? 

Mr. Maxwe.L. Yes, sir, you could bid on any quantity you wanted. 

Colonel Puitipps. Congressman, the company in New York may 
have qualified to bid on an all-or-none basis and had a total that was 
lower than any other combination. 

Mr. Mutrer. Of course, if I were the procurement officer, I would 
have thrown that out and given it to the little fellows, but I am very 
much biased. 

Mr. Datmas. The armed services or the General Services Adminis- 
tration for that matter might buy large quantities of an item and 
then get it into a warehouse or a depot for distribution. 

Now, the ag would be figured from factory to Government 
warehouse and the secondary transportation feature, out of the ware- 
house to the final destination, would not be taken into consideration. 

In other words, you might award a contract to a concern in Chi- 
cago for.an item and ship the item to a depot in Atlanta and the 
military installation in Chicago would want that particular item 
and they would requisition for it through channels and it would be 
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shipped back to Chicago from Atlanta. I think you will find that 
secondary transportation is a very expensive feature of the military 
distribution. 

Mr. Mutrer. I thought we had eliminated much of that, hadn't we, 
Colonel Philipps ¢ : 

Colonel Putirrs. That would not be true as a normal picture be- 
cause the Atlanta depot would serve the Atlanta area. There would 
be a warehouse in Chicago that would serve the Chicago area. There 
would be some additional transshipment, but it would not be that far 
because the warehouses are scattered throughout the United States. 

Mr. Mutrer. It is my understanding of what is being done now. 

Our next witness will be Mr. Landis, secretary of the Protection 
Equipment Co., Inc., Minneapolis, Minn., which manufactures elec- 
trical alarms, and so forth. 

Mr. Jones. My name is Jones. 

Mr. Murer. You are pinch-hitting. 

For the information of those present, after Mr. Jones is through 
we will recess for lunch and try to reconvene promptly at 2 o’clock. 

Mr. Matmquist. There will be a luncheon in the junior ballroom. 
Many of us have already made reservations. I don’t know whether 
all of you have made reservations who are here, but you are welcome to 
come in. It is entirely informal; nothing is programed at all, and we 
might as well fill the tables up. 


STATEMENT OF HERLONG JONES, REPRESENTING THE PROTEC- 
TIVE EQUIPMENT CO., INC., MINNEAPOLIS, MINN. 


Mr. Jones. Gentlemen, I represent the Protective Equipment Co. 
of Minneapolis. 

We do a Nation-wide business in protective equipment. During 
the last war the personnel of our company did considerable war work 
through Wright Field and different Government ncies. 

We organized our company in 1947 and we have been successful in 
getting some Government wesk through Wichita. We are now doing 
some work at Marietta, Ga., and we have spent considerable time in 
preparing bids on Government work for different agencies. 

Some of our difficulties are: 

1. Insufficient description of items on the invitation synopsis. 

2. The time element for compiling quotations after notice of invi- 
tation to bid. 

For instance, this morning, just before I left the office, we received 
a request for bids from Watertown Arsenal with an opening date of 
July 28, which, anyone will admit, is a fraction of the time necessary 
to compile the bid and be within reason on it. 

In most instances prints are not available with bid sets from the 
issuing agency. In still other cases prints are not legible. In others 
prints are incorrect or lack detail. Sometimes the wrong prints ac- 
company invitations. We have had cases where no prints or specifica- 
tions were available to the Government. These instances are usually 
accompanied by the information that a product sample may be seen 
in Washington or some other place of equal distance. If it were prac- 
tical to travel to the dsignated location to see it, we would still be 
confronted with the problem of specifications as well as the question 
of time. 
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Where specifications call out a part with the “or equal” option it is a 
tremendous help in most cases. Not all vendors respond quickly 
enough to permit tabulation of information on bids. The “or equal” 
part then becomes of prime importance. Specifications must then be 
at hand quickly. There have been instances when specifications were 
available only at the Bureau of Documents in Washington. This situ- 
ation is gradually improving as the various area agencies compile data. 
But it would seem provisions could be made for central area offices 
where these specifications could be kept current and available to 
bidders. 

That is something that has come up before this morning, and is 
something that we feel should be given very serious consideration, to 
have them on hand either in Mr. Malmquist’s department or some 
place where we could get those specifications or get to them, because 
of the limited time in preparing for bids. 

3. Contract award records avis not been readily accessible for 
checking the outcome of bids for reference uses. We are informed 
corrective steps are in process through our local DPA offices. Many 
independent agencies offering this service are unreliable. 

4. We have diligently fee desta to record our capabilities with 
each service so that our company might be placed on the qualified 
bidders’ list thereof. We are recorded with many agencies, but 
results have been most poor. The very few requests to quote which 
we have had from these sources indicate, however, that the system 
would be of great help if it could be made to work. A bidders’ pre- 
request notice is ninally received, giving the bidder time to check past 
records of bids or investigate a new one unhurried by a dead line. 

5. When a delivery schedule is stated by the issuing agency on any 
sizable contract, it is usually frightening to a small shop which in most 
cases does not have the engineering staff required to meet the impact in 
case of award. 

I understand that attempts are being made now for centralized 
advice on things of that nature, and it would be of great help, especially 
to small concerns. Our plant employs on the average 30 people, and 
we can step that up higher and are prepared to do so. 

6. It appears to the small-business man that many items which may 
be viartialty or completely engineered by the Government, and which 
would fall into the category of the smallest business because of the 
simplicity of engineering, tooling, and manufacture, have practically 
disappeared from the invitation synopsis. I mention specifically cable 
and harness assemblies, and we might add to that certain electronic 
assemblies which have been preengineered. Our company has quoted 
many — contract invitations over the past several years entailing a 
capital expenditure far in excess of our gross contract awards. 

We have done our best to spend our own capital investment, to get 
out and bid on requests without any compensation whatsoever, hoping 
that through that effort we would at least land big enough fish to 
reasonably expect to compensate our firm. 

I mention this not in accusation or malice, for we recognize our 
many shortcomings, but to indicate to this committee that we have 
tried to the best of our ability and to admit, unashamed, that we need 
help if we are to be of assistance in event of a real emergency; or, if 
our own economy requires, a sizable percentage of our output be 
exerted to defense items. 
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On behalf of our company and other small businesses who have the 
same difficulty, I thank you for the privilege of presenting some of 
our problems to you in the hope it may prove mutually helpful. 

Mr. Muwrer. Any questions? 

Mr. Datmas. Well, I would just like to have you identify for the 
record what you mean by “protective equipment.’ 

Mr. Jones. Well, we build protective equipment for banks—burglar 
alarms and other protection devices of that nature. 

Mr. Wier. And for warehouses? 

Mr. Jones. And warehouse-protection equipment. 

Mr. Wier. Where they have got material stored. 

Mr. Jones. That is right. We have got out equipment at Lejeune, 
N. C., for instance. 

Mr. Dagmas. Burlgar alarms and similar devices. 

Mr. Muvrer. Fire alarms? 

Mr. Jones. We do not go into the fire-alarm business, but we build 
protection equipment for such people as Macy in New York, and 
where it is necessary to protect funds that are held, against burglary 
or holdup. 

We a manufacture large outdoor clocks and kindred equipment. 

Mr. Muurer. Mr. Jones, you mentioned some invitations to bid go 
out, indicating that you must supply an item that is the same as or 
equal to a sample which is kept in Washington. What kind of items 
are those ¢ 

Mr. Jones. I cannot give you anything definite right at this time 
because, as you say, I am pinch-hitting for Mr. Landis and he has 
more information on that. 

Mr. Mutter. I would like to have that information supplied to 
the committee. I am very much interested in knowing what kind of 
items they are where you are required to give the same thing as the 
sample and where you have to travel all the way across the country to 
see the sample. 

Mr. Jones. I will try to get that information. 

Mr. Motrer. I cannot understand asking you to bid, in the case of 
an intricate piece of machinery, or anything resembling an alarm 
system, in accordance with a sample in Washington. 

Mr. Jones. Well, I cannot give you any specific instances but I 
have had it come to my attention in the office through Mr. Landis, that 
there was nothing available except an article—we did travel to Detroit 
to see some such things as that. As far as Washington, I cannot 
recall. 

Mr. Mutter. I have seen invitations to bid that had prints and plans 
and specifications and also said that they will have an article at some 
particular procurement office of the kind they are looking for; but 
I would like to know what these articles are where they require you 
to duplicate something kept some distance away. 

Mr. Jones. I would be glad to trace that. 

Now, I would like to go ahead with one thing that has come just 
now to my mind. 

We have two or three requests for bids from Wright Field, and 
we have almost given up, although during the last war we did a lot 
of work for Wright Field in test equipment and the like. 
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We have certain prime contract requests, where there are parts that 
are specified “or equal” and knowing that this particular part, item, 
was manufactured by only one concern—well, when we attempt to get 
a bid on that particular part, which is only a part of the entire bid, 
they absolutely refused to give us any 

Mr. Murer. Do you know whether or not there was an item that 
was developed under a so-called development contract ! 

Mr. Jones. Yes—well, no, I don’t know about that, but I do know 
that during the last war we used practically the same implement 
and manufactured it right here in Minnea jolie, but we did buy the 
parts from this company before; but now when we want to bid on the 
entire assembly, they refuse to give us a quotation on that item. 

Mr. Mourer. I would like to have the specs on that, too, if you 
please. 

Mr. Jones. That I can give you. 

Mr. Muurer. And also will you have in mind what we told one of the 
other gentlemen this morning, that if you come across any such invi- 
tations in the future which limit you to a particular thing and excludes 
“or equal” or “equivalent,” please take it up with the Small Defense 
Plants office here and let us follow through with it. Unless there is a 
very good reason why they have to have that particular item and 
nothing else, that kind of an invitation must be stopped. 

Mr. Jones. Well, it would mean we would have to go out and de- 
velop it and get it approved and the time limit would not allow us 
to do it. 

Mr. Wier. Are you having difficulty with patents, that problem—— 

Mr. Mvuxrer. There are provisions in the law so that you can supply 
that patented article; nevertheless, there is to be no monopolization 
of procurement business or business to the Government because of 
patent rights. There is ample provision in the law to protect the 
patentee and still the lowest bidder can supply the Government with 
what it needs. 

Mr. Jones. Well, their refusal to give us quotations or a time of de- 
livery, and then word it in such a way that you could not actually 
pin it on them—but we know from past experience they are the only 
ones that can build that approved instrument. 

Mr. Muurer. If you and other businessmen will get the details, 
we can get a piece here and a piece there and make out a pattern under 
which we can call those people to account. 

Mr. Jones. I appreciate it, and thank you. 

Mr. Mutter. We will recess now until 2 o’clock. 

(Whereupon, at 12:40 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m. this same day.) 





AFTERNOON SESSION 


Mr. Mutter. The subcommittee will come to order. 

May I take a moment to greet the chairman of our subcommittee, 
Congresman Mike Mansfield, who is with us here now. Unfortu- 
nately, he will not be able to stay throughout the entire afternoon. I 
am sure we are glad to have him with usas long as he can stay. 

; asd first witness this afternoon will be Mr. Lloyd K. Johnson. Mr. 
Johnson. 
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STATEMENT OF LLOYD K. JOHNSON, SUPERIOR WOOD PRODUCTS 
CO., INC., DULUTH, MINN. 


Mr. Jounson. Mr. Chairman and gentlemen, my name is Lloyd K. 
Johnson. I am here representing the Superior Wood Products, Inc., 
a wood-using industry, located in Duluth, Minn. 

Immediately following World War II one of the stockholders of 
Superior Wood Products found itself with an organization built up 
as a result of war contracts. Duluth at that time was classified as a 
group 4 labor area, but the War Manpower Commission had warned 
that a severe unemployment problem was anticipated the follow- 
ing winter. 

Disliking to disband its organization under these circumstances, a 
study was made of the possibilities of using aspen, which is a fairly 
low-quality wood, as the raw material for a new plant. 

A study of the United States Forest Service had indicated that only 
about one cord of aspen was being cut to seven dying from overmatu- 
rity in Cook, Lake, and St. Louis Counties. 

A report made at our request by the Forest Products Laboratory 
recommended among other possible plants for the use of aspen, a plant 
consisting of a sawmill, dry kilns, furniture core shop, veneer lathe, and 
defiberizer. 

The new venture needed help financially almost from the beginning, 
because of the stockholders not having enough equity capital to start. 
At that point we found that there was apparently no way we could 
get any funds from the local banks or from the RFC because we did 
not have a set-up which was suitable for normal financing. Therefore, 
after we had received local approval we went to Washington and the 
loan was finally approved. 

As I say, the loan was not one which either the Reconstruction 
Finance Corporation or the banks were able to make; and after sev- 
eral meetings with Mr. Malmquist, Mr. Kent, and Mr. Jensen, all of 
the Minneapolis office of the Smaller War Plants, the loan was finally 
approved for $275,000, with a local bank servicing the loan and taking 
a 15 percent interest. Thereafter a sawmill, dry kilns, and a furniture 
core plant were built. 

Although the loans were drawn so as to protect the loaning agencies 
in every possible way, the administration of the loan by the Smaller 
War Plants and later the Reconstruction Finance Corporation was 
certainly most helpful and understanding. This loan has since been 
completely retired insofar as the Government’s participation is 
concerned. 

Now, there, we had a loan, for example, which was designed, among 
other things, to help a local area situation, and I think up to this point 
we have perhaps paid out in service somewhere in excess of $2,500,000 
or more in our own area, and the plant, of course, is still progressing 
very well. 

We are now manufacturing a product called hardboard, and this is 
an example of it rexhibiting]. It has worked out very well. 

Now, when the Government calls for bids, we found quite oftentimes 
it was for either ocean or gulf delivery. Well, located in the northern 
part of Minnesota, if you can find a place farther away from either 
the ocean or the gulf—it would be quite difficult to find. So we are at 
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a very definite disadvantage when it comes to any Government business 
for overseas shipment. 

Mr. Mutter. Have you ever made any analytical comparison to de- 
termine how many of your competitors are nearer the point of delivery ‘ 

Mr. Jonnson. Well, an analytical comparison is hardly necessary 
because all of them are closer. I mean, we are the farthest away from 
the ocean and gulf, more so than any other plant, so we are at the 
most disadvantageous position of any plant, from that standpoint. 

Now, our business is not bad and we feel that we are making a 
product which is going to sell despite the disadvantageous position 
we have. But we are not doing it for the Government. We cannot. 

Now, in our area this problem of the use of aspen is still very defi- 
nitely with us. For example, we are not only losing a lot of money 
from the standpoint of our loss through the nonuse of pulpwood, but 
we are losing a lot from the nonuse of our aspen logs. Most of the 
aspen does not reach saw timber size before it dies. The area around 
Orr, Minn., produces some of the best aspen stands. That is just 100 
miles from Duluth, and this is one small area. Even here the story of 
waste through nonuse is the same. 

A report made by the Iron Range Resources and Rehabilitation 
Commission stated that in this area about 200 million feet of saw 
timber would go to waste by becoming overmature during the next 
5 years: 5, 6 or 7 years unless something was done about utilizing it. 

Unless something is done to salvage these logs the area will lose 
about $8 million in labor in processing the logs to lumber, and since 
most of the land is owned by the counties, State, and Federal Gov- 
ernment, they will lose about $800,000 in stumpage value. 

Anything which can be done in promoting aspen-using industries 
in this area or in expanding the use of aspen in lumber, crating, pal- 
lets, and so forth, would be of great help. 

Now, most of the mills here are anil mills and there has not been 
a concerted effort on the part of anyone to see that the use of aspen 
is set up in the Government specifications along those lines. That 
holds true not only of the Federal procurement agencies, the Army 
and the Navy, and so forth, but it also holds true as far as the housing 
authorities are concerned, as well. 

For example, a short time ago we were informed in the Detroit 
area that no aspen can be used for housing because it is not approved 
by the FHA. This, despite the fact that the Forest Products Labora- 
tory certified it is as usable as the more common western woods. And 
anything along that line which could be done by any governmental 
agencies for promoting aspen-using industries in this area or expand- 
ing the use of aspen in lumber and setting up the specifications for 
that, would help our area a lot. It does not have any effect on our own 
company because we are manufacturing a product which is using 
aspen pulp, but this problem does exist in our area and is quite im 
portant to our local small mills around Duluth. 

Mr. Mutrer. Are there any questions / 

Mr. Datmas. No questions. 

Mr. Murer. Mr. Riley ? 

Mr. Ruiter. No questions. 

Mr. Mutrer. Mr. Mansfield ? 

Mr. Mansrtevp. ‘No questions. 
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Mr. Mourer. Thank you very much, Mr. Johnson. 
Mr. Abrahamson, give us your title and the name of your company. 


STATEMENT OF ELMER G. ABRAHAMSON, MINNESOTA FIRE 
EQUIPMENT CO., NORTH BRANCH, MINN. 


Mr. Apranamson. My name is Elmer G. Abrahamson, doing busi- 
ness as Minnesota Fire Equipment Co. of North Branch, Minn. 

Mr. Chairman, it seems to me that our problem is a little different 
from some of the others today. Ours has been in financing Govern- 
ment contracts 

Our business is building motorized fire apparatus. We are located 
in a smal] town about 50 miles north of Minneapolis. 

‘]T will read a statement which I have prepared. 

Mr. Muurer. You may proceed, Mr. Abrahamson. 

Mr. Anrauamson. The purpose of this statement is to present some 
of the difficulties encountered in trying to obtain business financing 
in connection with necessary capital to perform Government contracts. 

To begin with, any invitation to bid received, clearly questions the 
»rospective bidder in the following words: “Will financial aid by the 
Goavec tinea be required if awarded this contract, Yes or No.” It 
is the belief of the writer that there are very few business places 
being able to finance contracts requiring a loan of $50,000 for materi- 
als, before actual reimbursements are realized from the sale of items 
bid on. I am speaking of small business, like ourselves. 

State banks are limited to a certain percent of their capital stock, 
which in our case would be $10,000. Furthermore, because of the 
rate of interest which they are allowed, they hesitate to participate 
ina V loan. Personally, I believe we have been misled by numerous 
pamphlets and in some cases representatives for the different armed 
services in regard to obtaining Government financing through the 
Federal Reserve Bank and the Reconstruction Finance Corporation. 

Being in the business of building fire aparatus for a period of over 
16 years and during World War II, we were awarded several con- 
tracts for furnishing fire-fighting popes and equipment for the 
Corps of Engineers and Air Force, all of which were delivered ahead 
of schedule and for which we were given the Army-Navy E award. 

The largest of these contracts were financed through a V loan and 
the participating bank being our local bank. Repayment of this loan 
was made according to contract. 

The following is an account of experience had during the last 2 
years in Government financing. 

On March 1, 1951, we were awarded a contract in an amount of 
$155,000 for fire apparatus. On receipt of the above contract, we made 
an application with the Federal Reserve Bank of Minneapolis for 
a V loan in the amount of $20,000. The Merchants State Bank of 
North Branch, Minn., our local bank, offered to participate to the ex- 
tent required by the V loan regulations. Upon request of this loan 
the Federal Reserve bank sent their fact finder to our plant, who 
after studying the cost of materials and so on recommended our ap- 
plication be changed from $20,000 to $114,000, that being the amount 
he considered necessary to perform this contract. The application 
was made for the $114,000 on March 22, 1951, and on or about May 
25 we were notified that the loan had been declined since the Depart- 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 3073 


ment of Army felt our contract not important and that if we could 
not finance it, other contractors could be found that could perform the 
contract. without financial assistance. In relation to the above, on 
May 15, we had 24 Government-furnished 6 by 6 chassis on flat cars 
at our plant siding, on which we were to build the necessary equip- 
ment. 

Upon receipt of the information that our loan had been declined 
on truck chassis at our plant, we were forced to make a loan of $25,- 
000 from a private financing institution, at an exceedingly high rate 
of interest. The above amount, by the way, being sufficient capital 
to complete the contract, which was delivered on schedule. 

Now, in addition to this $25,000 we had borrowed on this contract, 
we had some working capital of our own and our credit rating with 
our suppliers is excellent. Therefore, we were able to complete that 
contract with a loan of $25,000, not a loan of $114,000 as recom- 
mended by the Federal Reserve bank. 

After completion of the contract we were awarded another contract 
on competitive bids in an amount of $251,953. On receipt of the above 
order, we called on Mr. Malmquist of the Small Defense Plants Ad- 
ministration on or about March 1, 1952, and were advised by him 
to make application at the Reconstruction Finance Corporation office 
in Minneapolis for a loan. The amount being $190,000, due to the 
fact that we were to pay c. o. d. for 45 truck chassis to be used, ac- 
cording to the Government specifications, in the above contract. 
The Reconstruction Finance Corporation requested that we try the 
Federal Reserve bank first, and if they turned this loan down to come 
back and see them again. The same pattern was followed by the 
Federal Reserve bank, taking approximately 40 days to learn that 
again the loan was rejected. We again visited the Reconstruction Fi- 
nance Corporation and were told that since the Federal Reserve bank 
had rejected the loan, they could be of no help to us. Incidentally, 
I am of the opinion that our local Small Defense Plants Administra- 
tion tried to assist us to the utmost of their ability, but since they are 
not a lending agency, we had no alternative but to go to a private lend- 
ing agency and make the loan in the amount of $175,000, and again 
at a very high rate of interest. 

Mr. Mansrievtp. May I interrupt? When did you make the loan‘ 

Mr. Apranamson. When did I make the loan ¢ 

Mr. Mansrietp. This last loan you are talking about. 

Mr. Apranamson. This loan of $175,000! Well, I have arranged 
for a loan up to that amount to be used as needed. 

Mr. Mansrretp. When did you make that arrangement ? 

Mr. Apranamson. Oh, about—well, the arrangements were made 
almost a year ago. 

Mr. Mansrietp. Well, since that time, though, you have been back 
to see the SDP A ¢ 

Mr. ApraHamson. No. 

Mr. Mansrietp. The reason I bring that up, Mr. Chairman, is if 
I recall the law, the SDPA now has the right to go into this matter 
of loans to small business and make recommendations to the RFC. 
Is that right, Mr. Malmquist ? 

Mr. Matmauist. That is right. 

Mr. Murer. You see, the situation has changed since you made 
these arrangements, apparently, as far as the law is concerned. 
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Mr. Anranamson. I think I was called later by the Federal Reserve 
bank after they found out that—I don’t know, some time after I made 
this application, anyway. 

I beheve they called and asked, had we made arrangements for a 
loan, or something to that effect, and naturally I was not interested 
at that time because I had already made these other arrangements. 

Mr. Mutrer. It was because of instances similar to those you had 
gone through that a change was recommended in the law. We con- 
ducted hearings throughout the country. We had complaints like 
yours which you are telling us about, 

I think the law has now been changed so you would not run into 
that difficulty again. 

Mr. Asranamson. I was under the impression—well, I would 
never have bid on a contract of that size if I did not believe we could 
make that loan. Our record has been very good on delivery and I 
thought we were in a position to make a loan of that kind. 

It is the opinion of the writer, after making applications and talk- 
ing to the Federal Reserve bank and Reconstruction Finance Corpora- 
tion—now, this is the impression I got—that a Government contract 
is of no value as security, even though they would take an assignment 
of invoices and payments thereof and regardless of the manufac- 
turer’s ability to produce the goods and abide faithfully by the terms 
of the contract. 

The loans in our case ran from 4 to 6 months and in each case were 
secured with materials actually going into the finished product, and 
all being fully repaid by completion of the contracts. We could not 
see where a great deal of risk was involved with arrangements for 
financial aid for either of our particular cases. 

In conclusion it is the writer’s belief that if the contractor has had 
a long experience in the manufacture of equipment he has received a 
contract on, and if he can produce evidence that he is able to figure 
his costs accurately and show a profit in his venture by his cost analysis, 
in making an application to a Government lending agency for a loan, 
he is entitled to that loan, also that the amount of the loan be sub- 
stantially less than the total amount of the contract he is holding. 
I mean by that if the amount of the loan he is requesting is substan- 
tially less than the amount of the contract. 

The efforts of the Small Defense Plants Administration to help ob- 
tain Government business to small manufacturers is a boon to the 
smaller towns and cities, most of which have been more or less un- 
employed and many of whom are skilled in various trades. 

Mr. Mvtrer. I think, sir, that you will find you will not have that 
difficulty again. 

With regard to what you say with reference to Government con- 
tracts not being good security, there were some technical defects, legal 
defects in the law which we corrected so as to make the Government 
contracts good securities and the banks would take them as such. 

If you have that trouble again, I trust that you will take the matter 
up with the Small Defense Plants Administration in town and they 
will take it up and if necessary drop a note to us in Washington, and 
we will follow that through. 

Mr. Anranamson. You can see my point, because at the time my first 
contract was awarded during this defense period, we had on our file 
24 Government trucks, Government-owned truck chassis and we were 
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waiting, sitting there waiting for approval of this loan which had 
been in process for several weeks and I hesitated to unload these 
trucks because I thought maybe I would have to mount them and ship 
them out again. 

It is impossible to get that kind of a loan from a State bank in Min- 
nesota, especially a bank with a small stock of, say, $150,000 to $200,000, 
and we were in a very serious predicament, and I thought that the 
idea of paying an exorbitant rate of interest, which eats up practically 
all of our profit is not good business, either. ~ 

Mr. Murer. We agree with you. 

Mr. Mauaquistr. May I ask a question ? 

Mr. Muurer. Yes. 

Mr. Mautmquistr. At the time you called our office, the SDPA—do 
you remember when that last was, this year? 

Mr. Apranamson. This year? 

Mr. Maimaquisr. Yes; along in February or March, I believe. 

Mr. Asranamson. I think it was March 1. 

Mr. Matmauisr. I was wondering how that relates to the time when 
the law was changed. 

Mr. Murer. No; that is after. 

Mr. Matmaquist. After? 

Mr. Murer. Yes. 

Mr. Apranamson. March 1. 

Mr. Macmauisr. But you have repaid these various loans you had 
negotiated before this? 

Mr. Apranamson. Oh, yes. 

Mr. Matmauisr. In full? 

Mr. Asranamson. In full, that is right. 

Mr. Wiensutenk. | would just like a brief moment to suggest the 
possibility that Congressman Multer may be overly optimistic about 
the change of the law. We originally shared that enthusiasm, but 
we have since found a number of cases in which, similar to this gentle- 
man’s case, a bid is entered on a contract with a full disclosure that 
the bidder will need some financial assistance. Upon the assurance of 
Secretary Lovett’s memorandum of last year, which said that finan- 
cial aid in the form of guaranteed V-loans would be used as an aid 
to procurement, a company goes ahead and bids on the contract. After 
the company is awarded the contract as low bidder, it then makes 
application for the loan. A different group of people process his 
loan, we now go into the Comptroller’s area, away from the procure- 
ment people—and their present regulation, which we asked them to 
change and they otunel to change, still states that V-loan guar- 
anties will not be issued unless there is no other adequate source of 
supply available. 

In many cases the very type of item which a small-business man will 
be competing for and will be capable of producing is the very sort of 
item that many other companies could supply. The particular small- 
business man that has the contract is in the dilemmatic position of 
having been awarded the contract and only then being told he cannot 
get a certificate of essentiality from the military departments in order 
to get the financial assistance he needs to perform. 

We have tried to break that circle with section 714 loan applica- 
tions, but we have not always been successful in that direction. 
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I think some of us are leaning in the direction of suggesting to the 
Congress that perhaps SDPA be given the authority, if not to make di- 
rect loans to at least be guarantors on loans so that loans might be 
made by private financial institutions. 

But, at least, we could break that bottleneck by becoming guar- 
antors. 

Mr. Muurer. Mr. O'Donnell is from the Reconstruction Finance 
Corporation. Mr. O’Donnell, would you like to comment ! 

Mr. O’Donnett. Mr Chairman, I would like to address myself 
to the witness from the standpoint of the record. 

Several statements were made which I think will bear a little veri- 
fication. 

Prior to August 28, 1951, the Reconstruction Finance Corporation 
Was operating solely under its peacetime lending authorities. We 
could not make a loan secured only by assignment of contract. That 
is well known to the Congress. 

As of August 28, 1951, the President delegated to the RFC author- 
ity to make loans under section 302. It was completely, clearly, to 
make the type of loans this man was seeking on a much more liberal 
basis. 

It is true that Congress created the Small Defense Plants Adminis- 
tration on July 31 by an amendment to the Defense Production Act, 
but it did not come into being really until the Administrator came in, 
the Ist of November. So, subsequent to that time, the RFC was in a 
position under two different authorities to make that type of loan this 
man is seeking. 

However, I am sure you fully recognize the fact that if a private 
bank is in a position to make the loan, no Government funds may be 
used for that purpose. So, at the very outset we are forced to exhaust 
the V-loan apparatus—— 

Mr. Murer. The difficulty in Minnesota particularly was that he 
could not possibly get the amount of loan required on account of the 
banking law limitations. 

Mr. O’Donnewn. Yes, but, Mr. Chairman, that limitation does not 
come into account except to the extent the bank is actually exposed. 
Now, if it is a 90-percent bank guaranty, a 90-percent guaranty that 
the bank has, the State limits only apply to the 10-percent risk that 
the bank has actually taken. 

So, until that facet of financial assistance is exhausted we are not 
in a position to lend Government funds by any source; but, having 
been denied that, by V-loan assistance we are fully prepared imme- 
diately to accept his application and use any one o the three author- 
ities as speedily as we can. 

Mr. Mvurer. And what about the certificate of essentiality of the 
Defense Department 

Mr. O’Donnexu. We do not need that. We are immediately free to 
proceed under section 302 funds without asking anyone; the same 
thing is true of section 714, but in that case we are required by law 
to have that recommendation. 

Mr. Wrensurenk. I trust that our friend Mr. O’Donnell under- 
stands that my comments are not addressed to the RFC, but rather 
with respect to the military departments’ certificate of essentiality in 
connection with V-loan financing. 
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Mr. Muurer. And the certificate of essentiality probably would be 
necessary to make an advance against a contract, but would not affect 
in any way RFC loans—— 

Mr. Wiensuienk. Except in the matter of time. A contractor 
sometimes will be placed in the position of defaulting, if he first must 
run the entire gamut of Federal Reserve investigation, before he can 
come in for an RFC loan when he is in a very vulnerable position. 

The critical question is whether a small-business man seeking a 
guaranteed loan through the same military department that has given 
him the contract should be forced to meet the test presently in the 
military regulations, which requires that no other adequate source of 
supply be available. 

lo my mind, that is a contradiction in principle with the directive 
of Secretary Lovett, which says that financing should be an aid to 
procurement. 

Mr. O’Donnevt. The Defense Department cannot provide that. 

Mr. Wiensuienk. It certainly can. It can become a guarantor or a 
loan participant. 

Mr. Mutrer. Well, we will inquire further into the matter and see 
if we cannot adjust what appears to be an administrative problem. I 
understand that the law has been corrected so that cases of this kind 
can be adequately taken care of. 

On this matter of the time element, I do not know how you are ever 
going to eliminate that because the minute you start speeding up the 
processing of the papers and the granting of the loan, and do it almost 
upon the asking, then we are all criticized. They say that we are 
giving the Government’s money away without adequate security. So, 
we are in the fire no matter which way we jump. 

Mr. Wiensitenk. There was one device which I believe was used 
during World War II to cut down the time lag. That was the dele- 
gating to the Federal Reserve banks in the various regions the author- 
ity to approve guaranteed loans up to a certain maximum amount, 
which maximum was generally adequate to take care of the small- 
business man’s loans. 

At the present time the Federal Reserve banks in the regions send 
their report to the governors of the Federal Reserve System in Wash- 
ington, and thence to the military departments for decision in Wash- 
ington; in other words, there has been no recent delegation by the 
military of this authority. 

So, I say, there are two principal problems confronting the small- 
business man seeking guaranteed loans. 

One is the military directive that no other source be available, and 
second is the reluctance of the military to delegate the authority as 
they apparently did in World War II to the Federal Reserve banks 
in the various districts. 

SDPA made specific recommendations prior to the issuance of the 
latest contract finance directive suggesting the elimination of this 
onerous requirement and that suggestion was not acted upon by the 
military departments. 

Mr. Mvtrer. I think the way to handle it would be to arrange for 
an interdepartmental conference with this committee, with the De- 
fense Department and the RFC all represented, together with your 
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office and see if we cannot iron out the administrative problem, 
because that is what it is. 

Thank you very much. 

Mr. Matmaqutst. { want to say one thing. I went to the RFC and 
to the Federal Reserve only to discover that they rejected the loan. 
Now, I don’t quite understand 

Mr. Mutter. That fits in with what you said this morning; before 
there should be a rejection, there should be a conference between your 
office and the RFC. 

Mr. Matmeauisr. That is for all three agencies, to save him some 
time. 

Now, again, this man has negotiated several loans in the past. He 
has got the Army and Navy E. He has borrowed money and paid it 
back. So, what is the argument about ? 

Mr. Murer. That is what I would like to know. Thank you very 
much. 

Our next witness is Mr. Johnston. 

Mr. Johnston, will you come up here and give your title and your 
company? Your company manufactures, I unideratend, industrial 
heating apparatus. 


STATEMENT OF W. E. JOHNSTON, PRESIDENT, JOHNSTON 
MANUFACTURING CO., MINNEAPOLIS, MINN. 


Mr. Jounston. My name is W. E. Johnston, president of the John- 
ston Manufacturing Co., Minneapolis, Minn. 

I have written up a letter to Mr. Malmquist, some four or five 
pages long; it is in some detail. I could read that. Or, I could 
summarize. 

Mr. Mvutrer. Whichever way you prefer. If you would like to 
have it made part of the record, it will be set forth in full and you 
can briefly summarize it. Or you can read it, whichever way you 
want, or whichever way you think would be most expeditious. 

Mr. Jounston. Well, probably for the information of all, it might 
be well to read the letter and then everybody will have it. 

This is a matter which I have taken up with Mr. Malmquist before, 
and he has cooperated and shown a very active interest, and it has 
to do with a line of heating apparatus, and the contract was with the 
Pullman-Standard Car Semetnabadin Co. of Chicago. It was a 
contract for heat-treating furnaces. These furnaces were for a 155- 
millimeter-shell contract for the Chicago Ordnance District. 

Most people in thinking of steel think of a very quite definite thing, 
but actually steel is so varied—well, there are as many varieties as 
dogs; and, if you are buying a dog, you don’t know what you are 
going to get unless you specify. And so it is with steel; it is as 
variable as that, and a man with heat-treating processes does not 
know exactly what he is dealing with before he gets that steel, nor 
whether it has been mistreated in some plant in which preliminary 
operations were carried on. 

This contract followed negotiations that began early in 1951 and 
finally ended with an order to us in May of that year. 

I will read this letter. It is addressed to Mr. Malmquist, of the 
Small Defense Plants Administration, in reference to the order—and 
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the letter gives the number, and so on, which I will not read here 
[reading] : 


At the suggestion of Mr. Batsche of your office we submit herewith a short 
account of an order we have in process for the Pullman-Standard Car Manufac- 
turing Co., of Chicago, for a line of heat-treating furnaces. These furnaces were 
ordered for a 155-millimeter shell contract with Chicago Ordnance District. 

We have not been able to get this contract closed and have received no pay- 
ments, although $75,420.53 is more than 3 months past due. Total amount of the 
contract is $161,649. Principal dates are as follows: 

Invitation to bid received March 29, 1951. 

Quotation and specification submitted (specification No. 1054) April 6, 1951. 

Order (Pullman-Standard Car Manufacturing Co. No. 6050-31) received 
May 11, 1951. 

This order contained a guaranty clause that was not in the invitation to bid or 
in our quotation and which could not be accepted. Our letter of May 14, 1951, 
to Pullman-Standard Car Manufacturing Co. explained reasons for rejection of 
the order and asked for elimination of the guaranty clause. 

Amended order No. 6050-86 was received on July 10, 1951. The guaranty 
clause had been eliminated, but the body of the order had been changed to 
incorporate the same conditions and was, therefore, not acceptable. 

On July 11, 1951, we wrote to Pullman-Standard Car Manufacturing Co. again, 
ealling attention to the guaranty clause and requested that it be eliminated. On 
August 9, 1951, we received a letter from Pullman-Standard Car Manufacturing 
Co. which was in acceptable form. 

All delay from May 11, 1951, to August 9, 1951, a period of 90 days, was due 
to the attempt by purchaser to include a clause not in the invitation to bid or 
in our quotation, 

On August 24, 1951, placing of orders for materials was begun. The furnaces 
required heat-resisting alloy containing nickel and chromium, which were under 
Government control. Every effort was made to get delivery of these parts. 
Expediters for Pullman-Standard Car Manufacturing Co. and Chicago Ordnance 
assisted. It became evident that delivery of the furnaces could not be made 
until about January 1952 due to late delivery of the alloy and to the 90-day delay 
in getting the order in proper form. 

On October 26, 1951, we received a letter (copy attached marked “Exhibit A”) 
directing continuance of construction under Order No. 6050-86, which was to 
remain valid for the Chicago Ordnance District. On October 29, 1951, the copy 
attached marked “Exhibit B” stated that we did not have storage space and 
asked for shipping instructions. On February 29, 1952 (copy attached marked 
“Exhibit C”), we again wrote calling attention to lack of storage space and again 
asked for shipping instructions. 

No reply was received to this nor to several later letters. However, we pro- 
ceeded with construction as rapidly as our shop conditions would permit. After 
October 26, 1951, there was no further assistance from Pullman-Standard Car 
Manufacturing Co. or Chicago Ordnance expediters. Consequently delivery of 
the heat-resisting alloy was delayed at the foundry. 

We finally obtained storage space at the Minnesota State Fairgrounds and 
stored parts there. These parts were covered by our invoices as follows: 


Invoice No. F-3600, dated Mar. 20, 1952_ os _... $33, 380. 00 
Invoice No. F-3601, dated Mar. 20, 1952_ ._ 25, 995. 00 
Invoice No, F-3602, dated Mar. 20, 1952_____- hag 9, 338. 00 
Invoice No. F-3642, dated Apr. 11, 1952__- ried 6, T07. 53 


Total 75, 420. 53 


Receipt of these invoices was not acknowledged by Pullman-Standard Car 
Manufacturing Co., and no payments have been made although the parts were 
stored for their account and subject to their order. 

The draw furnace which was last to be fabricated at our plant was to be ready 
for shipment on June 5, 1952. As no replies had been received to previous letters 
after October 26, 1951, we wrote on May 16, 1952, to Mr. C. W. Bryan, president 
of Pullman-Standard Car Manufacturing Co. (per copy attached marked “Ex- 
hibit D,” advising that continued failure by Pullman-Standard Car Manufac- 
turing Co. to give shipping instructions necessary to conclude the contract would 
be grounds for legal action. 
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On May 29, 1952, a letter from Mr. W. N. Barker, executive vice president of 
Pullman-Standard Car Manufacturing Co. (copy attached marked “Exhibit 
E”), advised that Pullman-Standard Car Manufacturing Co. had been authorized 
by Chicago Ordnance to take delivery of the furnace for storage, also advising 
that our invoices already in their possession were being forwarded to the con- 
tracting officer for approval to pay. Now, as of July 16, 1952, none of our in- 
voices have been paid. 

To summarize: All difficulties on this transaction originated with the attempt 
by Pullman-Standard Car Manufacturing Co, to insert an unacceptable guaranty 
clause in their order No. 6050-31 of May 7, 1951. Their amended order No. 
6050-86 of July 6, 1951 was unacceptable for the same reasons. 

Pullman-Standard Car Manufacturing Co.'s letter of October 26, 1951, direct- 
ing that the furnace line was to be completed for shipment as a unit, was utterly 
impractical for lack of storage and was not in accordance with the contract which 
contemplated shipment of the several units as ready. The contract also pro- 
vided for payment of items as invoiced. 

Refusal to permit Pullman-Standard Car Manufacturing Co. to receive the 
equipment for storage was arbitrary and unreasonable. Refusal to permit Pull- 
man-Standard Car Manufacturing Co. to pay our invoices dated March 20 and 
April 11 (amount, $75,402.53) was contrary to universal practice and violates 
the contract. 

Continued refusal to pay proper invoices could have caused serious financial 
difficulty for a concern with less resources than our company. 

Repeated failures to carry out promises to pay invoices indicate that Chicago 
Ordnance District is using every means to cause inconvenience and loss to our 
company. Such an unreasonable and unfair attitude toward our company for 
no good reason is prejudicial to the interests of the Government itself, which 
should set an example of reasonable and fair dealing. 

During World Wr II and present Korean war we have built a considerable 
number of furnaces for prime contractors and on direct Government contracts. 
In every other case we have been dealt with fairly and reasonably by prime con- 
tractors and Government offices. This is the first case in our experience where 
a Government office has attempted to insert any unacceptable clause in any con- 
tract after negotiations had been completed. It is also the first case where 
regular practice and terms of a contract have been disregarded by a Govern- 
ment office. We feel that we have been outrageously abused, and that drastic 
action should be taken for relief. 

Cooperation by yourself and your office and your active interest in trying to 
get proper action by Chicago Ordnance District and in arranging for the op- 
portunity to present our case to the congressional committee are very greatly 
appreciated. 


There are attachments to the letter. 
(The attachments referred to are as follows :) 


Exuisit A 


PULLMAN-STaNvDARD CAR MANUFACTUR'NG Co., 
Chicago, 1U., October 25, 1951. 


Subject: Order PO-6050-86, Heat Treat Line For 155 Millimeter Shells. 


JOHNSON MANUFACTURING Co., 
MINNEAPOLIS, MINN, 
(Attention Mr. E. L. Kroon.) 

GENTLEMEN: Due to late delivery of the heat treat line covered by the sub- 
ject order, we were forced to seek a supplier who could furnish equipment in 
time for our production schedule and in this connection we were successful. 

Our order with you is to remain valid for Chicago Ordnance account. How- 
ever, you are instructed not to make any partial shipments to our plant. All 
equipment from your outside suppliers must be shipped to your plant and held 
until such time as the entire order is complete at which time you are requested 
to notify us and we will in turn give you shipping instructions at that time. 
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We have recently received a shipment of our order from M. H. Detrick Co., 
consisting of one carton and eight iron castings and in line with the foregoing 
we are taking the liberty of shipping this material to your plant. 

Kindly acknowledge the instructions contained in our letter. 

Yours very truly, 
PULLMAN-STANDARD MANUFACTURING Co., 


F. B. BAKER, 
Vice President. 


Exutsir B 


JOHNSTON MANUFACTURING Co., 
Minneapolis, Minn., October 29, 1951. 


Reference: Your P. O. 6050-96. Our 8. O. 23063-—4—5. 


PULLMAN-STANDARD CAR MANUFACTURING Co., 
CHICAGO, ILL, 
(Attention Mr. F. B. Baker, vice president.) 

GENTLEMEN: This acknowledges your letter of October 25 advising that this 
line of heat-treating furnaces is not to be installed now as planned at your plant 
but that the order is to remain valid for the Chicago Ordnance account, also 
that no partial shipments are to be made to your plant and that when the entire 
order is complete you will give shipping instructions. 

You will readily understand that our shop and storage space has limitations. 
Moreover, some of the material is of such a character that it cannot be collected 
at our plant and reshipped. This applies particularly to the fire brick and in- 
sulating refractory brick amounting to two carloads, the alloy castings amount- 
ing to one carload, the evaporative coolers and the recirculating fan. These 
must be shipped direct from the manufacturers’ plants to the plant where the 
line of furnaces is to be installed. 

It will therefore, be necessary for us to have early notice of the place of in- 
stallation so we can co-ordinate completion of fabrication at our Minneapolis 
plant as nearly as we can with dates of shipment of these other materials from 
the plants of their manufacturers. 

Will you please consider these conditions and let us have your further advice. 

Yours very truly, 
JOHNSTON MANUFACTURING Co., 
By i 
Works Manager. 


Exner C 


JOHNSON MANUFACTURING Co., 
Minneapolis, Minn., February 29, 1952. 


Reference : Your order 6050-86. Our order 23063-64-65 


PULLMAN-STANDARD CAR MANUFACTURING Co., 
Chicago, Iu. 


(Attention: Mr. F. B. Baker, Vice President. ) 


GENTLEMEN : Last November we received notice from you advising us that the 
furnace covered by the above order would no longer be required for the shell 
plant being installed by your company. You further advised that we were to 
continue working on these furnaces and that they would be bought by the 
Pullman-Standard Car Co. for the account of the Chicago Ordnance Department. 

Since that time we have made numerous efforts to obtain shipping instruc- 
tions for this equipment. We have not been successful in getting this information 
and now we are face to face with the issue and must demand that action be taken. 

We request therefore, that you immediately contact the contracting officer 
requesting him to arrange for storage of the completed portion of these furnaces. 
We ask that you suggest that the Twin City Arsenal be used for such storage in 
the belief that there is such space available there. We also ask that you request 
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that prompt payment be made on all sections now ready for shipment. In the 
event that a customer is not found te whom this line of furnaces can be shipped 
direct, these arrangements for storage must stand for the incompleted portions 
of these furnaces still to come. 

Any additional cost in the extra handling and storage of this equipment 
would be paid for by the Ordnance Department. It is imperative that settlement 
be made immediately so that shipment of all material now on hand can be made 
by the first week in March. 

This is absolutely necessary in order that we may start construction on a 
number of furnaces which we have contracts to build for the defense program. 
Among these are shell nosing furnaces for Minneapolis-Moline Co. for government 
contract numbered DA-33008-ORD-347, a shell-nosing furnace for L. A. Young 
Spring & Wire Co. on Government contract numbered DA-20—-018-ORD-—12122 
and a large recirculating type car annealing furnace for Boeing Airplane Co. on 
Government contract numbered W33—088—ac—22291 1-3000-450-51-3318. 

Please understand the urgency of this request and see that it is given prompt 
attention. 

Yours very truly, 
JOHNSTON MANUFACTURING CO., 
By , Works Manager. 


Exutsit D 


JOHNSTON MANUFACTURING Co., 
Minneapolis, Minn., May 16, 1952. 


Reference your order No. 6050-86. Our order No. 23063-64-65. 


PULLMAN-STANDARD CAR MANUFACTURING Co., 
Chicago, IU. 
(Attention Mr. C. M. Bryan, Jr., President.) 

GENTLEMEN : We regret that we find it necessary to call to your personal atten- 
tion a matter which has given us so much difficulty that we are on the verge of 
taking legal steps to secure our rights unless we can get cooperation from your 
company at this time. We refer to an order No. 6060-86 of July 6, 1951 received 
from your company for furnaces which are substantially complete and ready for 
delivery as of June 1. 

We have heretofore, in accordance with our agreement, advised your company 
that certain portions of this order were ready for delivery and asked for shipping 
instructions which we were entitled to in accordance with our contract but 
have not received them to date. Therefore, it was necessary for us, as we hereto- 
fore advised, to place these completed items in storage subject to your order. The 
entire order will be ready for delivery by about June 1 and we want shipping 
instructions for this order without further delay. 

We have exhausted our patience by writing, wiring, long distance telephoning 
and personal contacts with one after the other of the various persons tou whom we 
have been referred in the endeavor to get shipping instructions. 

In addition we have received no response to the invoices that have been ren- 
dered. These are past due and we have a right to remittance without further 
delay. 

Yours very truly, 
JOHNSTON MANUFACTURING Co., 
By - , President. 


oxutair E 
PULLMAN-STANDARD CAR MANUFACTURING Co., 
Chicago, IU, May 29, 1952. 
Re Your order No. 23063-64-65. Our order No. 6050-86. 
Mr. W. E. JOHNSTON, 


President, Johnston Manufacturing Co.., 
Minneapolis, Minn. 


DEAR Mr. Jonnston: Yours of May 16, to Mr. C. W. Bryan, Jr., has been re- 
ferred to the writer in the latter’s absence, and it is only today that I am able to 


make a reply. 
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While we regret that there have been delays in connection with this furnace, 
we have been constrained from taking any action in this matter by direct in- 
structions from the Chicago Ordnance District. We have been making every 
effort to obtain instructions from them over a period of the last several months— 
from the time you first notified us that the furnaces parts would begin to be 
ready for delivery. 

We have just now been advised by Ordnance to take delivery of the furnace 
in knock-down condition and to store it for them—with ultimate use-point un- 
settled, and so with erection deferred. 

Under Ordnance instructions we are forwarding copies of the invoices to the 
contracting officer for approval to pay. As rapidly as such approvals are received 
we will see that you are properly reimbursed. 

We fully appreciate your concern in the delay in the matter; we have left 
no stone unturned to conclude it—for we have been equally concerned. 

Very truly yours, 
W. N. BARKER, 
Executive Vice President. 


JOHNSTON MANUFACTURING Co., 
Minneapolis, Minn., May 21, 1951. 
Reference: Your P. O. 6050-31, guaranty. 
The PULLMAN-STANDARD Car Co., 
11001 South Cottage Grove Avenue, 
Chicago, Ill. 
(Attention Mr. F. B. Baker, vice president.) 

GENTLEMEN: Please refer to our letter to you of May 14 regarding guaranty 
on the Johnson heat-treating furnaces per our Spec. 1054 and letter of addendum 
dated April 23. We submit the following as a guaranty to be made applicable 
on your order No. 6050-31 : 

Hardening furnace.—We guarantee this furnace to maintain a furnace temper- 
ature up to 1600° F. at the discharge end of the first zone and throughout the 
second zone. Production rate will be 100 to 155 millimeter shells per hour based 
on the furnace being charged to its maximum capacity of 150 shells in the furnace 
at one time and a heating time 11% hours. 

Quench tank.—We guarantee that this tank will quench 155 millimeter shells 
at a rate of 100 per hour and that the oil will be sprayed on the outside and in- 
side of the shells. The oil-cooling unit will hold quenching oil below 140° F. 

Draw furnace—We guarantee this furnace to maintain a circulating gas 
temperature up to 1400° F. at the point the gases enter the furnace chamber. 
Production rate to be 100 to 155 millimeter shells per hour based on the furnace 
being charged to its maximum capacity of 200 shells in the furnace at one time 
and a heating time of 2 hours. The cooling tunnel will cool shells by forced 
circulation of air to 400° F. before water is applied. 

All of the elements of the above guaranties are measurable on or in the 
furnaces, the quench tank, and the cooling tunnel. 

If the above meets your approval, please give us a letter making this guaranty 
applicable to your order. 

Yours very truly, 
JOHNSTON MANUFACTURING Co., 
By ———., President. 

Mr. Mutrer. The invitation to bid came from the Pullman Co. to 
you? 

Mr. Jonnston. Yes. 

Mr. Mutter. Not from the the Government ? 

Mr. Jounston. That is standard practice. These prime contractors 
send out invitations to bid. 

Mr. Murer. And the prime contractor is the one who has the 
contract with the Government ? 

Mr, Jounson. It is the prime contractor. 

Mr. Meurer: ‘And then he asks yousto bid, and veu would bid and 
make a contract with, in this case, the Pullman Co. ? 
Mr. Jounston. The price contractor, yes. 
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Mr. Murer. You had no dealings with the Government, except the 
Government had the right to inspect to see that you were complying 
with specifications ? 

Mr. Jounston. Well, the prime contractor does not pay on the in- 
voices until the money has Seen released by the Ordnance District. 

Mr. Mutrer. Is that part of your contract? 

Mr. Jounston. No, it is not part of our contract. 

Mr. Mutter. I am simply trying to figure out how we can help 
you. Where does the Government come in? If there is anything in 
the contract between you and the prime contractor to assign funds or 
to permit them to withhold payment until they have got payment 
from the Government—as I see it, what you have got isa lawsuit, 
and the Government is not concerned. They are not concerned as 
long as you comply with your contract with the prime contractor; 
they must pay you. 

Mr. Jounston. Yes; but the prime contractor comes and he says 
that the Government will not pay him—he says that the Government 
will not permit him to pay, and the funds are in the Government. 

Mr. Etster. May I say a word? 

Mr. Jounston. This is our attorney, Mr. Eisler. 

Mr. Ester. I think that probably where the Congressman mis- 
understood your position is this, that after you advised Pullman 
you were unable to deliver until the end of the year or the first of 
the following year, they then advised you, did they not, by the 
letter you have in evidence, that it should be manufactured and com- 
pleted for Chicago Ordnance? 

Mr. Jonnston. Yes. 

Mr. Erster. And from then on Chicago Ordnance was the prime 
contractor, 

Mr. Mucrer. Well, did Chicago Ordnance so indicate to you? You 
cannot make the Government your prime contractor on the say-so 
of the prime contractor. 

Mr. Erster. Well, the Government got into the picture, they 
conferred 

Mr. Murer. Well, did they do more than actually confer, and be- 
come your principal ? 

Mr. Jounston. The letter on which we have proceeded was from the 
Pullman-Standard Co., and it is dated October 25, 1951. 

Due to late delivery of the heat treat line covered by the subject order we were 
forced to seek a supplier who could furnish equipment in time for our production 
schedule and in this connection we were successful. 

Our order with you is to remain valid for Chicage Ordnance account. However, 
you are instructed not to make any partial shipments to our plant. All equip- 
ment from your outside suppliers must be shipped to your plant and held until 
such time as the entire order is complete at which time you are requested to 
notify us and we will in turn give you shipping instructions at that time. 

Mr. Mutrer. I do not think you have got any contract with the 
Government. You have got a contract with your prime contractor. 

Mr. Jounston. Yes. 

Mr. Muvrer. And it does not matter to you where he is going to 
deliver. If you live up to your contract, he must pay you with his 
own funds if he has not got Government funds with which to do it. 
That is true unless there is something which you and Mr. Eisler have 
overlooked ; I do not see how we can be of any help to you. 
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Mr. Jounsron. Well, finally, this matter ran along and then on 
May 16, 1952, I wrote to Mr. C. M. Bryan, Jr., president of the 
Pullman-Standard Car Manufacturing Co.: 

We regret that we find it necessary to call to your personal attention a matter 
which has given us so much difficulty that we are on the verge of taking legal 
steps to secure our rights unless we can get cooperation from your company at 
this time. We refer to an order No. 6060-86 of July 6, 1951, received from your 
company for furnaces which are substantially complete and ready for delivery 
as of June 1. 

We have heretofore, in accordance with our agreement, advised your company 
that certain portions of this order were ready for delivery and asked for shipping 
instructions which we were entitled to in accordance with our contract but have 
not received them to date. Therefore, it was necessary for us, as we heretofore 
advised, to place these completed items in storage subject to your order. The 
entire order will be ready for delivery by about June 1 and we want shipping 
instructions for this order without further delay. 

Now, we have further correspondence in regard to that, but have 
received no money. We hada man that went down to Joliet to contact 
the Chicago office and he spent about a week there and he got the run- 
around from the Chicago office. They took the position they had no 
contract with us at all. They admitted responsibility and talked and 
were going to pay, and the invoices were coming over, and we got 
repeated promises and Mr. Malmquist got a promise, and that promise 
was from Chicago Ordnance. 

Mr. Mutrer. Is there anyone here from the Chicago Ordnance that 
could throw some light on that ¢ 

Colonel Puiuirrs. No. 

Mr. Jounston. Of course, admittedly, we can proceed to sue 
Pullman. 

Mr. Muurer. Yes. I think that is the only one that you can prose- 
cute. If you went to the Court of Claims against the United States 
Government, I think you would lose your case. 

I don’t think there is any contract between you and the Government, 
no matter what the Ordnance—I mean, they might have, as a matter 
of courtesy, tried to hold up Pullman, but they had no right under the 
law to do it and no individual in Ordnance had a right to say, “Well, 
Ordnance will take over the contract and pay you,” unless he went 
through the form required by the law and the regulations. The Gov- 
ernment cannot substitute themselves for a contracting party or 
someone who has a contract. 

Mr. O’Donnevt. Mr. Chairman, we have run into quite a number 
of cases where subcontracts were taken by prime contractors and there 
isn’t a thing we can do about that. It is strictly a contract between 
two people and the Government cannot proceed whatsoever; we are 
completely out of line. 

Mr. Mutter. That is as I understand. You have no right to act as 
a court, policeman, or collection agency. 

Mr. Ester. Possibly I might clarify this situation. I think Mr. 
Johnston’s position here is to appear before the committee, not with 
the idea you are going to collect the money, but as something, a prac- 
tice, that might be recommended for change. 

The thing he objects to is this: The original contract was made with 
Pullman and later Pullman said, “We would like to have you complete 
the contract with Chicago Ordnance,” and he did so. 
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Nov, the real difficulty arose from the fact he had no saat in the 
factory to store this line of furnaces. There were four furnaces in- 
volved. The average plant would not have the space to store them. 

», he tried his best to get some help, to get somebody to help him 
out t and he was told in every case when he went to Pullman, “We have 
got to have approval by Chicago Ordnance before we can make ship- 
ments.” Is that correct? 

Mr. Jounston. That is correct. 

Mr. Ersuer. So, I was confronted with the necessity as the result of 
all this, first—he had to negotiate—— 

Mr. Muurer. Was the Pullman Co. telling the truth about having 
difficulty getting Ordnance to approve / 

Mr. E:xster. Apparently so. 

Mr. Jounsron. It happens that I know the Pullman-Standard Car 
Co., and their word is 100 percent good. I know that. 

Mr. Erster. And here is the second point, when they finally did in 
May—well, they said that they “asked for shipping instructions which 
we were entitled to in accordance with our contract but have not re- 
ceived them to date”—it seems to me that then the buck passing and 
delay started. Chicago Ordnance has to inspect and approve. It is 
just a case of passing ‘from one to the other; and all this put this or- 
ganization where it hasn’t its money. An orgenization with less 
financial backing would go under. 

Mr. Mutter. You say Chicago Ordnance has been at fault in not 
inspecting ? 

Mr. E1ster. Well, at fault in failing to designate shipment on some 
designated date. 

Mr. Mc rer. Do you have an extra copy of your statement ? 

Mr. Jounston. Well, I think I might read a letter from Mr. Baker 
the vice president—— 

Mr. Mutter. Well, for the sake of saving time, do you have an 
extra copy? 

Mr. Jounsron. Yes. 

Mr. Murer. May I take one, lease ? 

(Documents were handed to Mr. Multer.) 

Mr. Muvrer. Colonel Philipps, may I impose on you to take this 
statement and find out what is wrong and follow through with Chicago 
Ordnance, and let us have a report on it? 

Colonel Putires. Yes. 

Mr. Mctrer. Thank you. 

Mr. Johnston, we will check into it and if it is the fault of the 
Chicago Ordnance. we will see that it is corrected, if we can correct it. 

Mr. Jounston. Thank you. 

(Following reports were submitted by the iitillond Board :) 

Mvcnitions Boarp, 
Washington, D. C., Auguat 8, 1952 
Hon. MIKE MANSFIELD, 
Chairman, Subcommittee No. 1, Select Committee on Small Business, 
House of Representatives, 

Dear Mr. CHAIRMAN: Reference is made to the hearing of Subcommittee No. 1, 
held at Minneapolis, Minn., on July 17, 1952, and to the specific testimony of the 
Johnston Manufacturing Co., of Minneapolis, Minn. 

In accordance with the request of your committee, the United States Army 
Ordnance Corps was asked to submit an explanation as to whether the Pullman- 
Standard Car Manufacturing Co. or the Department of the Army was indebted 
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to the Johnston Manufacturing Co. in the amount of $161,649. Following is the 
explanation received from the Department of the Army. 

“The Ordnance Corps has a facilities contract with the Pullman-Standard Car 
Manufacturing Co. which involves the acquisition by the contractor of produc- 
tion equipment for Government account and installation thereof. There is no 
contractual relationship between the Ordnance Corps and Johnston Manufactur- 
ing Co. 

“Information received from the Chicago Ordnance District indicates that the 
heat-treating furnace referred to in Mr. Johnston's letter of July 16, 1952, to 
Small Defense Plants regional office at Minneapolis, Minn., was ordered by the 
Pullman-Standard Car Manufacturing Co. with the stipulation that the Pullman 
Co. would pay 50 percent of the contract cost upon delivery of 90 percent of the 
material covered by the contract. In addition to the information furnished in 
the Johnston Manufacturing Co. letter of July 16, 1952, to SDPA, it is understood 
that the contract amount of $161,649 involved between this firm and the Pullman- 
Standard Car Manufacturing Co. includes installation costs with an agreement 
between this contractor and subcontractor to the effect that the total contract 
amount would not be due until completion of installation. 

“Soon after the order was placed with the Johnston Co., the Pullman Co., being 
under the impression that the Johnston Co. would not be able to deliver the fur- 
nace in the required time, were desirous of canceling their contract with the 
Johnston Co. As a further indication of this line of thought on the part of 
Pullman Co., the Pullman Co. ordered the required furnace from another concern 
which has delivered against this order, as of 4 months ago, with the subject 
furnace installed and in operation since that time. 

“In an effort to remedy this situation, the Ordnance Ammunition Center at 
Joliet, I11., instructed the Pullman Co. not to cancel the contract with the Johnston 
Co., but to accept delivery of the furnace under construction on the assumption 
that the Ordnance Corps would attempt to place the furnace in one of four differ- 
ent concerns which are to be engaged in the manufacture of shells similar to 
those being produced by the Pullman Co. The informal commitment by the 
Ordnance Corps was made in an effort to afford a measure of relief to the John- 
ston Manufacturing Co. and to make the equipment involved available for use in 
connection with similar projects. 

“The first delivery of the materials required in the contract with the Johnston 
Co. was received by the Pullman Co. 6 weeks ago, with complete delivery made 
during the last week. This material has not been inspected and checked as of 
this date. The invoices submitted to Pullman in the approximate amount of 
$92,000 were received prior to delivery of the equipment involved and were not 
in accordance with the agreement referred to above (second paragraph of this 
quoted portion). Information received indicates that administrative and fiscal 
actions have been initiated which will result in immediate payment by Pullman 
of $50,000 on the account with Johnston and payment of the balance involved, 
less any amounts which may not be cleared as proper charges for storage, at an 
early date.” P 

We trust the above information will clarify the misunderstanding of the John- 
ston Manufacturing Co. with respect to their contract with the Pullman-Standard 
Car Manufacturing Co. 

Sincerely yours, 
B. C. PHILLIPs, 
Lieutenant Colonel, USAF, 
Office of Small Business. 


MuNITIONS Boarp, 
Washington 25, D. C., October 16, 1952. 
Hon. MIKE MANSFIELD, 
Chairman, Subcommittee No. 1, 
Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

Drar Mr. CHARMAN: Further reference is made to the hearings of subcom- 
mittee No. 1 at Minneapolis, Minn., and the testimiony of the Johnston Manu- 
facturing Co., Minneapolis, Minn. 

The following supplemental information has been furnished by the Department 
of the Army with reference to the Johnston Manufacturing Co. contract with the 
Pullman Standard Car Manufacturing Co. 

“The Pullman Standard Car Manufacturing Co., which has prime contract DA- 
11-022-ORD-133 with the Ordnance Corps for 155-mm. howitzer shell and a facil- 
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ities Contract DA—11-022-ORD-—474 in connection therewith, placed a purchase 
order with the Johnston Manufacturing Co. for a heat treat furnace line for use 
on the shell contract on April 6, 1951; delivery date to be 16 weeks to 6 months 
from date of purchase order. 

“On July 6, 1951, due to new specifications advised by Johnston Manufacturing 
Co., the Pullman Standard Car Manufacturing Co. rescinded original purchase 
order and issued new one to Johnston Manufacturing Co. 

“On July 11, 1951, Johnston took issue with Pullman on wording of guaranty 
clause in new purchase order. 

“On August 8, 1951, beth Pullman and Johnson finally agreed on terms of 
purchase order. 

“On September 20, 1951, representatives of the Pullman Co. visited the Johnston 
Co. to check progress. 

“On October 2, 1951, Pullman advised Chicago Ordnance District that, in the 
opinion of Pullman, the Johnston Co. could not deliver as schedule demanded but 
that an alternate source, the Jet Combustion Co., Inc., could; therefore, Pullman 
intended to cancel with Johnston and place order with Jet. 

“On October 16, 1951, at the request of the Ordnance Ammunition Center, 
National Procurement Office for Ordnance Ammunition, the Chicago Ordnance 
District advised Pullman to issue purchase order to Jet but retain purchase 
erder with Johnston. (The Johnston furnaces to be diverted by OAC to another 
ammunition line as needed.) Chicago Ordnance District advised Pullman that 
delivery should not be accepted until complete. 

“On November 12, 1951, Pullman informed Chicago Ordnance District that 
Johnston wanted shipping instructions for parts of furnace. 

“The Pullman purchase order with Johnston called for 50 percent payment 
upon 90 percent shipment and since instructions were for Johnston to hold until 
complete, no shipping instructions were issued. 

“Johnston shipments began to arrive at Pullman on July 7, 1952, and con- 
tinued through July 22, 1952. Inventory was completed on August 6, 1952. 

“On August 18, 1952, after conferences between Pullman and Johnston, the 
Pullman Co. requested payment of $136,248.28 as being the total amount due 
Johnston. This amount included $3,411.32 for storage and handling at the Minne- 
sota Fair Grounds which had never been authorized by either Pullman or Chicago 
Ordnance District. 

“The Chicago Ordnance District authorized Pullman to pay Johnson $132,836.96, 
check for which was mailed by Pullman to Johnston on August 18, 1952. (Price 
is for furnace knocked down.) 

“The delays complained of by the Johnston Manufacturing Co. were ap- 
parently due to misunderstandings of the terms of the purchase order and to 
the circumstances surrounding the transaction.” 

We are pleased to furnish this information and when we can be of further 
service, kindly let us know. 

Sincerely yours, 
. B. C, PHILIPPS, 
Lieutenant Colonel, USAF, 
Office of Small Business. 


Mr. Muvrer. Is Mr. Haag, vice president of the Sewall Manu- 
facturing Co. of St. Paul, Minn., present ? 

(No response.) 

Mr. Mutrer. Mr. Goit? Will you give your title and company, 
please / 


STATEMENT OF KENNETH E. GOIT, PRESIDENT, SCILAIRE 
INDUSTRIES, MINNEAPOLIS, MINN. 


Mr. Gorr. My name is Kenneth E. Goit, and I am president of 
Scilaire Industries of Minneapolis, soil aerators. 

Mr. Chairman, I have no statement of any kind. In fact, I have 
no problems of any kind to bring before you. 

Mr. Malmquist called me yesterday and asked me if I would come 
up here and appear before this committee, which I agreed to do. 
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I am the owner of a small, recently formed company here making 
soil aerating machines. We have a small contract, approximately 
$20,000, with the Army which we are working on, and we have no 
financing or manufacturing or material problems involved. 

There is one thing I would like to suggest. I have been very much 
interested in this session this morning. 

For many, —_ years, over 25, in fact, I was associated with a 
company here making power lawnmowers. We were successful in 
building that company up from a very, very small enterprise to a 
very large one. During that period of time we did a good many 
millions of dollars worth of Government contracts, and over the years 
I formed some observations from dealings with the Government, 
end they are fairly well fixed, to the extent that I see no particular 
difference between dealing with the Government and dealing with 
ordinary commercial institutions. 

It is a problem of price and quality and delivery—in fact, all of 
the factors that enter into a commercial transaction. The essentials 
wre the same. 

Now, that might be modified to the extent that price is more a 
determining factor in Government purchases, and as an ordinary 
citizen I would favor that. I think the Government should at all 
times purchase at the very lowest possible price. 

The other elements here, as was mentioned several times by some of 
the witnesses, of freight and the other factors entering into the 
local situation—I think that is true, they enter in; but I think that 
applies to practically every manufactured product wherever it is 
situated. 

In other words, in the old days we used to buy our steel for these 
mowing machines from Philadelphia, the Disston Co. 

Now, that steel was shipped here and fabricated and probably 
shipped back to Philadelphia in the form of finished products. That 
did not seem to stop us from doing business. We had that freight 
to contend with, but you can make up for things in manufactured 
products by creative work, creative design—and all kinds of factors 
enter into the manufactured product aside from the cost of the raw 
materials. 

So, I would say this—and I would like to make this suggestion to 
your committee—the big problem, as I see it in small enterprise, is 
simply this: The big accent is on production and sduatgdiealty small 
enterprises become lopsided. In other words, they know how to pro- 
duce but they do not know how to dispose of their products after 
they produce them. 

So, if something could be formed or some program, we will say, 
outlined that will teach the small manufacturer how to dispose of 
his products after he makes them, then I think you will find that 
n ag help. 

r. Morrer. That problem will be with him whether we have an 
emergency or not, or large Government procurement or not. 

Mr. Gorr. That is right. 

Mr. Muvrer. If a man wants to sell his product, he has got to de- 
velop his market, and the same thing with the Government; it might 
be more difficult to find the Government agency that will buy it, but it 
is a matter of knowledge, the same as a private market. 
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Mr. Gorr. That information is all available but frequently it is 
overlooked by smaller companies. 

Sure, they have their punch presses and their machine tools and 
all the other factors that enter into production. But, when it comes 
to the contacts necessary to dispose of their products, they overlook 
that, and then they have a problem. 

Mr. Mutrer. I think the Government has done an awfully good 
job in trying to let the public know as much as possible about how 
to deal with the Government. 

Mr. Gorr. That is right. 

Mr. Murer. Every branch of the Armed Services has been doing 
that and the Department of Commerce has been doing it, and we now 
have the Small Defense Plants Administration doing it, and I don’t 
know what else to do about making the man acquainted with his 
market. 

Mr. Gorr. And I think you have done a very good job and I think 
you are very sincere in the effort to help the smaller manufacturer. 

I am inclined to check on this, but I would suggest that the prob- 
lem is not much so much—well, if the small-business man would 
learn how to get out and make the proper contacts, if they would 
learn how to do that, they would soon gradually enter the big-time 
field. 

Mr. Moucrer. I don’t mind telling you that it is very encouraging 
for you to tell us that you think a congressional committee has non 
doing a good job. 

Mr. Gorr. Well, that is the way I feel about it. 

Now, I am not a man coming up before you with problems. But if I 
had a problem, the best way is to go ahead and lick it. And I will 
take my chances, 

I will say that I have observed for many, many years in this com- 
pany that I recently retired from, and we struggled and we began 
from practically nothing and developed it into the present enterprise. 

Well, now, the way we did it was merely to form contacts and make 
a balanced effort not only to produce but to sell that production. If 
everybody did do that, I think some of these problems would solve 
themselves. 

That is all, and thank you very much. 

Mr. Matmquist. May I ask a question ¢ 

Mr. Muurer. Yes. 

Mr. Matmgquistr. You say you did get one Government contract / 

Mr. Gorr. Yes, we did. 

Mr. Matmaquisr. Recently ? 

Mr. Gorr. Yes. 

Mr. Marmaquist. How did you find out about it? 

Mr. Gorr. Well, we found out about it from your office and also 
from these contracts that 1 mentioned to the chairman. 

It so happens that we received word from you and from our con- 
tacts almost simultaneously. See the point ¢ 

But the thing I am trying to emphasize here is that a small enter- 
prise lacking contacts finds itself in a very difficult position because it 
does not know what is going on. 

Now, your agency, of course, can help those people, but the smali- 
business man can help himself by devoting a certain percentage of each 
working day to developing his own contracts, and in seeing them 
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spread, not only locally but coast to coast and from Canada to the 
Gulf, and if he does that, he will find out about those things. 

Mr. Wier. I would lik@to ask a question. 

I am quite interested in your statement because it brings up a prob- 
lem that the Congress is faced with. 

I presume you have heard some of the comments this morning. 

Mr. Gorr. Oh, yes. 

Mr. Wier. About railroad and labor costs. 

Mr. Gorr. Yes; that is right. 

Mr. Wier. And you have laid quite a bit of stress on the fact that 
you are a great patron of the Government’s observance of the lowest 
possible bid. 

Mr. Gorr. I would not change that. 

Mr. Wier. That brings us up to the question we are faced with now. 
With the differential between North and South their ability to meet a 
Government contract based upon production costs, labor costs, and 
so forth, in many of our Northern States here, we have not been able 
to get any, or very little Government production on military installa- 
tions or anything that brings a return to these Northern States. 

Mr. Gorr. You are right on that. 

Mr. Wier. All right. 

Now, we have a lot of communities up here in the northern tier of 
States who have been able to produce necessities for their area 

Mr. Gorr, Well, you have an agricultural economy here basically. 

Mr. Wier. All right. 

Now, with the war effort and the need to fill the objectives of mili- 
tary procurement, many of these little industries are finding new 
markets for what they are producing. They are encouraged by Gov- 
ernment to get more contracts of one kind or another. Now, refer 
particularly to, let us say, textiles, the problems of textiles North and 
South. 

Mr. Gorr. Well, you have put your finger on a tough one, right 
there. 

Mr. Wier. Well, that is one. But I will go over into woodenware. 
The South, with its abundance of pine timber, is competing terrifically 
with northern manufacturers. 

Mr. Gorr. That is right. Most of it is made in North Carolina and 
Tennessee. 

Mr. Wier. And that leads to this question: Government has been 
trying to find a way to encourage industries and to keep them going. 
Now, you heard it said this morning that many of our skilled workers 
in the area are going down to where the work is, where the Government 
is expending millions of dollars. 

Now, in order to keep that community solvent and try to maintain 
the people that live there, they have built up a differential; that is, in 
allowing the depressed communities to be awarded a contract even 
though the contract may be a little higher than the lowest bidder. 

Mr. Gorr. I did not know that. I did not know they had been doing 
that. 

Mr. Wier. That is a policy we try to perpetuate down there. Of 
course, it brings up a natural fight. That is, to allow a manufacturer 
in Minneapolis, here, that has to compete with the southern industry, 
in order to fortify him in the fight against insolvency and raids on 
his skilled mechanics, allow our industry to operate here by giving 
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him the benefit, let us say, of a 5 percent allowance on a contract as 
against a contract in the South at a lower wae) 

Mr. Gorr. I imagine there would be a lot Of difficulties in develop- 
ing legislation to permit that differential. I would rather imagine 
that would be almost insurmountable, providing differentials. 

Mr. Wier. Well, what are we going to do, those of us who are rep- 
resenting the northern tier of States—and all three of us represent 
northern States—when we find the South benefiting tremendously at 
our expense and causing in our area depressed conditions? 

Mr. Gorr. Well, I think you got that in some industries. I wouldn’t 
want to say you had it in ail. 

Mr. Wier. And I did not say that. 

Mr. Gorr. I am sure I would not be a good judge on that. You have 
millions of dollars’ worth of contracts in this area—Honeywell, Gen- 
eral Mills, and Industrial Research at St. Paul, a good many people 
here are holding quite a large number of contracts. 

Mr. Mutrer. The fact is this area has done so well I am going back 
to Washington complaining that my area is not getting enough. 
[ LengltakT 

Mr. Wier. Well, for every one of these plants you are talking about 
that has a Government contract, Government work, I say that for 
every plant you have named that is sitting pretty, I can name 20 that 
are in a depressed condition, and they are bong raided. 

Mr. Gorr. That might be, and, as I say, I would not be a judge, a 
ee judge of that except to say that in many cases possibly they 

1ave not.made a good solicitation, which is the basis of what I am 
trying to express here, that these small plants have got to go out and 
et this business whether it is Government contracts or commergial. 

hey just have got to do it, and they have got to balance off their 
activities as far as their own little plants are concerned, to make sure 
that they are not lopsided. Many of them are lopsided. And most 
of them are producing a little too much and not doing this contacting 
I am speaking of; let them spend less time producing and more time 
in prosecuting the business. 

Mr. Wier. I wish I could sell that to them as easily as you say it. 

Mr. Gorr. Well, I have spent many years; and, as I say, I did not 
come up with a problem. And I feel that many things can be done if 
they are in balance, which cannot be done if they are out of balance. 

But my observation over many, many years, is that so many of 
these little companies fail to balance sales with production and thus 
they get imeabees into a continuous hole and struggle along in that 
hole, and they could get out of that hole if they would just do that, if 
they would make an equal effort in selling their stuff. 

Mr. Mutrer. Congressman Wier’s problem is a problem that will 
be. with us long after the emergency is over; and the only reason any- 
one has got contracts is because of the emergency, and so these people— 
well, for them it would be only a temporary relief, and I might go 
further, it could make a worse situation when the emergency is over. 

I think you are absolutely right when you say it is something that 
industry must work out for itself. 

This gentleman over here [indicating] seems to have a statement. 
Will you give your name? 

Mr. Mucxie. My name is Muckle. 

Mr. Mvurer. Will you please give your full name and title? 
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STATEMENT OF STANLEY A. MUCKLE, MUCKLE MANUFACTURING 
CO., OWATONNA, MINN. 


Mr. Muckie. My name is Stanley A. Muckle, treasurer of Muckle 
Manufacturing Co., of Owatonna, Minn. 

I did not ask to be on the panel but I would like to support that man 
there. 

I am from a small agricultural town in Minnesota, south of here, 
and I want to support what this gentleman has said, that small manu- 
facturers do not help themselves. 

My particular little business bid Government work in forties. In 
the fifties, in February 1950, we received our first prime contract. 
Well, we had plenty of civilian work. We received that year about 
five prime contracts and we proceeded to procure subcontracts. 

Today we have 25 subcontracts and 2 prime contracts. We never 
have less than 20 contracts, but we have had more. 

It all gets down to this: You have to go out and sell your mouse- 
trap on the civilian market. If you have a mousetrap that the Gov- 
ernment is going to buy, you have to go and sell it even to the Govern- 
ment or somebody else will sell his mousetrap to the Government. 

We have no trouble whatsoever in getting subcontracts. We do have 
a little trouble in getting prime contracts because we are small. If we 
were a large company we could pick up the big ones. 

I cannot feel sorry for any manufacturer in the State of Minnesota 
who does not get war contracts. If he would work as hard to get them 
as he does to sell his civilian goods he would have no worry. 

The agencies have been fine to us. There has not been an agency 
that has not cooperated with our concern. We get all the chances to 
bid that anybody would want—it would drive you crazy to bid on all 
of these contracts that are offered, those bids that are sent to us. 

And I want to substantiate what Mr. Goit was talking about, that it 
is just plain business, and I think that a person has to settle down and 
say, “I have got to go out and find out where my market is.” 

The market is there. You just have got to find it. And, as I say, 
I do not want any Government business. All I want is just enough 
to keep us going to take care of our civilian work, which we are not 
taking care of too well. 

Mr. Mourer. All that this committee can do, and I think that is its 
job—we are the efficiency experts who are going throughout the coun- 
try to find out what is wrong. In any business, big or small, you will 
find things going wrong now and then and we are trying to find out 
what they are and correct them so that everybody will be in fair shape 
and with the same equal opportunity that every other man has, and 
that is all anybody can ask for. 

I think that is what we are trying to do in coming into these various 
places, to find out what problems you have and try to straighten them 
out. Some may apply to the individuals, others my apply industry- 
wide. No matter how they apply we try to straighten them out. And 
we are certainly pleased to hear from men like you and Mr. Goit that 
things are not quite as bad as they are painted. 

Is Mr. Bliss present ? 

(No response.) 

Mr. Cook? 


86267—52—pt. 417 
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STATEMENT OF G. E. COOK, PHILCO PRODUCTS, MINNEAPOLIS, 
MINN. 


Mr. Coox. Like the fellow who spoke ahead of me, we haven’t any 

roblem. 

We started business in 1947. We had a little trouble, of course, 
in getting money, but that has been more or less taken care of. We 
are not able to build up a big backlog but we have been able to get 
a number of Government contracts and the DO ratings they have 
given us have enabled us to get the material we needed for these 
contracts. 

Now, I have heard a lot of stuff around here about how people did 
not have time to bid on these things. That is all poppycock, in my 
estimation. 

On my desk I have got a request for a Navy bid last year, and they 
do not want the bid until the 28th of July. If that does not give me 
time enough, then I am too slow. 

Now, these Government procurement agencies all through have set 
up these little pamphlets and they have sent them to us from time 
to time, “Fill this out and tell us what you can build.” 

We have done that and returned them, and we have got back these 
requests for bids that I did not even ask them for, and they came on 
the very things we quoted on. 

I have el with Government agencies throughout the city, and 
I know them, particularly my friends with the Navy—why, they have 
actually helped me get some business and I have got all the coopera- 
tion I could possibly expect, and Isfeel the same way as this fellow here 
does [indicating], that if you got out and look for the stuff, it is 
there. 

And we are faced with the problem of competition, too. We are 
little and the product we manufacture is made by people in business 
for 50 or 60 years, million-dollar organizations. And we are faced 
with the low cost of southern labor, too, but that has not hurt us too 
much, we are shipping to places like New Mexico, Florida, and Texas, 
and we don’t feel they are causing us any particular trouble. 

Mr. Wier. What are you manufacturing’ 

Mr. Coox. We are in metal manufacturing, the manufacture of 
air-conditioning and heating equipment. Today the bulk of our stuff 
is either directed to Government, Government prime contracts, or 
subcontracts for somebody. 

One man claimed a while back that he could not collect from him 
prime contractor. I have not had such trouble. There must be 
something, some place, that he has not figured out, because our prime 
contractors pay us promptly. I am trying to sue nobody, I am mad 
at nobody. [Laughter.] 

Mr. Motrer. Well, we want to find out what his problem is and 
whether it is an industry or individual problem, and try to get it 
corrected. 

Mr. Coox. Now, all of the Government agencies have acted the 
same in this matter. I am a little bit closer to the Navy than to the 
rest of them because we have done more for them than the rest. We 
have never been late in getting a request for bids, never been held 
up for payments after shipping something because of freight rates. 

We got a contract from the Navy. Well, some of the units were 
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shipped to Mechanicsburg, Pa., and some to Ogden, Utah, and some 
of them go to California. Well, my freight rate is not any worse 
than anybody else’s and if some other fellow has to ship West, I have 

t them beaten. And the last contract that I had with the Navy, 
it was f. o. b. Minneapolis, shipped on Government bill of lading. 

I cannot believe there is anything here that is so serious that it can- 
not be worked out and worked out very nicely for all concerned. 
That is about the end of it. 

Mr. Mutter. Thank you, Mr. Cook. 

Commander, we will have to give the Navy E to the Navy. 
[ Laughter. ] 

Mr. Coox. You bet your life. I will tell you one more thing. An- 
other witness talked about the fact that he cannot get inspection. 
Well, listen, I call up that man’s office [indicating] tomorrow morn- 
ing and say, “I am ready for inspection,” and the fellow will be in, 
at the outside, within 24 hours to look it over. 

Commander Reyrno.ps. Off the record. 

(Discussion off the record.) 

Mr. Coox. They do not hold us up at all; they are right on the 
spot. If I need information, they will get it; if I have not got it, they 
will get it for me in a hurry. 

Mr. Muurer. Congressman, I don’t think you will have too much 
trouble getting reelected; you have too many satisfied constituents. 
[ Laughter. | 

Mr. Wier. My people are not here. [{Laughter.] 

Mr. Mutter. Off the record. 

(Discussion off the record.) 

Mr. Mouurer. Our next witness is Mr. Lundberg. 


STATEMENT OF K. R. LUNDBERG, McQUAY, INC., MINNEAPOLIS, 
MINN. 


Mr. Lunpserc. My name is K. R. Lundberg, and I represent Me- 
Quay, Inc., of Minneapolis. We are manufacturers, also, of heating 
and air-conditioning and ventilating equipment. , 

I subscribe in general to the statements of the last three men. How- 
ever, I do not believe that things are quite as rosy as that. It all 
depends on how ambitious you are, and also we find there is a limited 
amount of business available in our own industry and, like most manu- 
facturers, we endeavor to stay within our industry as long as possible 
because we feel that we are most qualified there. 

Mr. Mutter. What do you make, sir? 

Mr. Lunvserc. Heating, air-conditioning, refrigeration, and venti- 
lation equipment. 

But, in instances wherein our volume of one, shall we say, type of 
equipment is not sufficient to keep us in materials and orders in order 
to keep all of our people working, we then must seek other types of 
components to manufacture; and, since we are a combination manu- 
facturing and engineering organization, we find ourselves, when we 
compete with the job shop who has always been manufacturing com- 
ponents, a little out of hafanes. In other words, we believe that he is 


tter tooled to manufacture these things. We carry a heavier over- 
head and we have our engineering phases. 
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And, whenever we are called upon to design products and then 
manufacture them, we are competitive; but, if we are only to manu- 
facture a product that has already been designed, we believe there are 
other manufacturers who have always specialized in that type of opera- 
tion, as a general rule, that are better qualified, and so we find to some 
extent our ability to maintain our normal business volume is not 
limited by the amount of business available, That is true in normal 
industry and it is true during the Government purchasing periods. 

In respect of goin aia 3 the procedure of bidding on contracts, 
we do find that in these types of business wherein we are not com- 
pletely familiar with them the time element is important. 

Tn our own business, we are well qualified to bid on something that 
we are completely in knowledge of all of the specifications ; but wherein 
we must bid a component out at Wright Field, or any other place 
wherein we are not completely familiar with it, we must oftentimes 
get specialized assistance or go to other manufacturers for components 
and prices, and as a consequence there is a delay in our being able to 
prepare an intelligent bid. 

We do, however, believe that the lowest bidder, by and large, should 
receive the award, and we have no complaint on that score. 

We also are very pleased to report that on all contracts that we have 
received from the Governmeet or subcontracts, wherein various agen- 


cies have been called upon to inspect our operations, or in which we 
need assistance, we have found that they have been very excellent. In 
other words, we cannot, shall I say, praise them high enough. We are 
very, very happy to on | that. 


We are also naturally very anxious to maintain our full level of 
employment, and this sometimes is limited by the rules and regulations 
which are found necessary to be established by Government agencies 
such as the controlled-materials plans and price-level controls and 
things like that, and we oftentimes, of course, are forced to seek busi- 
ness of Government types in order to maintain our level. 

We always like to maintain a reasonable amount of business with 
the Government because we find that we can best operate if we are 
always, shall we say, abreast of the changes that occur, wherein we 
do find that the more business that we have, the more profitable it is 
because of the “umpteen” things that we must do ind the, shall we 
say, changing regulations which you must keep abreast of. 

We also find that in dealing with the Government it is a different 
type of merchandising approach. In other words, the normal mer- 
chandising of our products is handled through a trained sales or- 
ganization, whereas in dealing with the Government it more often be- 
comes a legal approach rather than a sales approach, because you 
are not selling your product on its merits but on specifications; and, 
therefore, it is a question of examining specifications and bidding 
against them. 

I believe large manufacturers sometimes have a little advantage in 
that connection, in that they can influence the writing of specifica- 
tions and, therefore, can bid better against them. The smaller manu- 
facturer must bid against the other fellow’s set of rules, and although 
we would like to bid on these specifications it is not always possible 
because we, as little fellows, naturally have limited resources to do 


that. 
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Mr. Mutter. You know, of course, with reference to specifications, 
if there is what might be called a rigged specification, you can al- 
ways protest against it and have it corrected. 

Mr. Lunppere. Yes. We don’t mean to infer that, but it is natural 
that Government agencies must lean on the private industry for the 
formulation of specifications, the same as commercial engineers do 
in the normal course of business. We do feel that it is necessary for 
the Government to rely on manufacturers to help them in establish- 
ing these specifications. 

However, that does not necessarily favor the smaller manufacturer 
at times, because I am sure if I were a large manufacturer I would 
write it around my product and would write it so that it would be 
difficult for the other fellow to get it. 

That is, let us say, more or less the spirit of the game of competi- 
tion. We don’t feel it is unfavorable, however, but it is the relation- 
ship between big and small business—— 

Mr. Wrer. May I interrupt and ask have you been able to main- 
tain your organization and your volume of business in your given 
field ¢ 

Mr. Lunprerc. Not in our given field; no, sir. It has fluctuated 
somewhat. During the “controlled materials” era we have found it 
difficult to maintain our volume. However, there is nothing critical 
as of yet. We have been able to supplement it with a certain amount 
of Government business. 

Mr. Wier. In your given field? 

Mr. Lunpperc. Yes, in my given field. We have very few, if any, 
right now, orders from the Government either directly or indirectly 
that are not directly in our own field. 

Mr. Wier. Have you been offered or have you made a request to 
keep your volume up and keep your payroll in continuous operation ; 
have you had occasion to ask for or been offered contracts in some 
subcontracting outside of your field? 

Mr. Lunpperc. Not that I am aware of, sir. 

Mr. Wier. Up to this time, then, you have been able to maintain 
your organization ¢ 

Mr. Lunpperec. As a general statement. 

Mr. Wier. In your own field? 

Mr. Lunppere. Yes, sir, as a general statement. 

Mr. Wier. You have not had any trouble except in your own field? 

Mr. Lunvperc. We have not had any trouble with the Government 
at all, I don’t mean to infer we have had trouble. I mean to state 
that the problem of doing business with the Government is different, 
not that there is trouble. It is a different kind of trouble. [Laugh- 
ter.| In other words, moving from one phase of your activity to 
another phase. 

However, we are struggling to maintain that position. It is not 
an easy job to maintain that position and like everything else it does 
go in cycles. 

Mr. Wier. But would you vouch for the fact, insofar as the size of 
your company is concerned, in production gopeeny, that you are 
getting as good a break due to Government purchases as the ordinary 
company in your business? 

Mr. Lunpperc. Yes; I would say we are getting our share of the 
Government business in our industry. I don’t think we are getting 
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more or less. I think we are getting the fair share. We are not the 
foremost in our field nor the least. — 

Mr. Wrer. At least you are national; aren’t you? 

Mr. Lunppera. Yes; we have about 400 employees. 

Mr. Wier. I mean, your company is nationally—— 

Mr. Lunpperc. Yes; we merchandise nationally. 

Mr. Wrer. That is all. 

Mr. Motrer. Thank you very much. 

Our next witness is Mr. Hale if Mr. Hessy is not here. Is Mr. 
ar present ¢ 

(No response.) 

Mr. Mutrer. I have gone through the list of those that I have as 
witnesses. I think Mr, Hale said that he would be back at 3: 30. 

Our next witness is Mr. Lloyd Hale, president, G. H. Tennant Co., 
Minneapolis, Minn., manufacturers of mdustrial floor-cleaning 


machines. 


STATEMENT OF LLOYD HALE, PRESIDENT, G. H. TENNANT CO., 
MINNEAPOLIS, MINN, 


Mr. Hate. I have no prepared written statement, but I can give you 
a written copy of what f aa? if you like. 

Mr. Mutter. Well, you may proceed without a written statement. 

Mr. Hate. First, 1 would like to state that everything I say repre- 
sents my personal opinion as a private citizen. Iam speaking for no 
company, association, or organization. 

I am president of the Tennant Co., which has 250 employees. We 
are a company that is quite old. I am also a director of two other 
small businesses in Minneapolis, and I am secretary of the Associated 
Industries and have been for some years. I have been a member of 
Secretary Sawyer’s Small Business Advisory Committee for this area 
for some time. I refused membership on this committee at first until 
I was assured they wanted somebody who would honestly say what 
he sincerely believed, and I have done so. I say this because what I 
have to say will, I think, best be summarized by my reading a letter 
I wrote to Secretary Sawyer last week. 

I received from him, on June 17, this letter, apparently a form 
letter, sent to every member of the Small Business Advisory Com- 
mittee of the Department of Commerce, which is a committee of 
about 20—I don’t know the exact number, but the same number of 
men that there are Department of Commerce offices around this 
country. I roughly represent about four States on that committee. I 


will read his letter: 


As we foresee an emergence from the first or build-up phase of the défense 
mobilization program, it seems desirable to examine the problems of small- 
business men which will present themselves in what might be called the plateau 
of requirements which will probably continue for several years. 

High levels of employment in smaller plants, the adaptation of substitute 
materials or production processes, development of new products, finding and 
evaluating new markets, supplies and bank credit, the position of the small re- 
tailer and wholesaler in the changing pattern of distribution, methods of en- 
couraging new independent business ventures, and basic educational patterns 
preparatory for new independent business careers are but a few of the goals 
and the problems to which government might properly address itself. 

I should be pleased to have from the members of my Small Business Advisory 
Committee their opinion as to the assistance they might offer in formulating 
policy and goals under present conditions, and whether or not a meeting of the 
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SBAC in the near future would be desirable. I have in mind some date in July or 


August. 
Will you be kind enough to let me have your comment as to whether a meet- 


ing such as that mentioned would be helpful and if it would be possible for you 
to attend. 

Kindly forward your reply as promptly as possible to James L. Kelly, Assist- 
ant Administrator for Small Business, National Production Authority, Depart- 
ment of Commerce, Washington, D. C. Mr. Kelly will assemble the data for my 
attention. 


Yours sincerely, 
CHARLES SAWYER, 
Secretary of Commerce. 

I did some checking. I had been also the chairman of the—I for- 
get exactly the name of it—Industrial Manpower Advisory Com- 
mittee, which was set up as the business committee on a stand-by basis 
by the Associated Industries in cooperation with some groups in St. 
Paul. 

We had set ourselves up to watch the developments as pertinent to 
all business but specifically small business as related to manpower, 
thinking there might be situations arising such as arose in the last 
war. Weset that up shortly after the Korean incident. 

Well, we met once or twice, and we called in the representatives of 
the A. F. of L. and the CIO and people well informed, various people, 
and we said the understanding would be we would be on a stand-by 
basis, and that committee had been on a stand-by basis since and finally 
it has been disbanded, disorganized, since. 

I have checked with other people around to see if my conclusions 
were well founded. And, as a preface, I will say that if you take the 
total number of small businesses in this area or any other area and 
statistically compute how many of those small businesses in ordinary 
or normal times, if there are such things, are having a problem today, 
statistically, almost no problem exists, despite the fact that I have dis- 
cussed this with my good friends Hubert Humphrey and Edward Thye 
and Walter Judd, who say that they get many letters from business- 
men in industry. If those letters are analyzed statistically and in- 
dividually, it is found that most of the problems were either problems 
that have arisen because people have got into a situation which they 
hope to find advantageous to them because of getting luscious and 
juicy war work, which just does not exist, or they have imagined that 
because they are taxpayers the Government, their representatives, 
should run their businesses for them; or they have some other reason 
than the stories that they point out, which, in my opinion, are not at 
all well founded. But, statistically, the total number of that kind 
of assistance that has been asked for—I think the total number of 
requests for assistance that any Congressman has received—compared 
with the total number of small businesses in an area, would indicate 
that very little problem exists. 

That is my general conclusion. I wrote accordingly to Mr. Sawyer 
as follows: 

I have not answered your letter of June 17— 
by the way, personally I think very, very highly of Secretary Sawyer. 
I think he is a very able gentleman and I have been very much im- 
pressed with what he has tried to do in Washington. 

Also what I say also, if I may say so, about this—what do you call 
it, this bureau having to do with shor | business ¢ 
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Mr. Muurer. The Small Defense Plants Administration. 

Mr. Hare. What I might say about Telford Taylor or my good 
friend Mr. Malmquist is meant in kindness. I think they are fine peo- 

le, men of high in ity, I think they should be out running a small 

usiness, trying to help pay the taxes, rather than trying to run small 
business. [ Laughter. 

I wrote Secretary Sawyer as follows, on July 7, 1952 : 

I have not answered your letter of June 17, since I wanted to check on my 
impressions regarding the small business situation in this area. I want to talk 
with Mr. J. W. Malmguist, who is running Telford Taylor's shop for this area. 
I want to check with Mr. James W. Clark, commissioner of department of busi- 
ness research and development in St. Paul, also check further with Associated 
Industries in Minneapolis, of which I am secretary. 

I have some data together, but do not feel that my conclusions are yet well- 
founded. I can tell you, however, that at this date, looking at the situation from 
the viewpoint of the Tennant Co., we have no problems now or developing which 
are of the nature suggested in your letter of June 17. 

On the other hand, I do think that small business could be benefited very 
greatly by revision or elimination of section 102 of the Internal Revenue Code. 


If anybody is interested, here is a very interesting book [exhibiting] 
put out by the Joint Committee on the Economic Report on that one 
section of the Internal Revenue Code which I think most people are 
familiar with, but it is simply a section that provides that the tax- 
payer is assumed to be guilty if he does not pay out 70 percent of his 
earnings in dividends. [Laughter.] 

It should be at least varied around and assumed that the taxpayer 


is innocent until he is proved guilty. Better yet, it should be elimi- 
nated entirely because it has the effect of making businessmen do things 


that are unwise and not following good business judgment. 


Beyond that, it is my opinion at this date that the next greatest assistance 
small business could receive is to have practically all of the Government com- 
mittees and organizations attempting to help small business eliminated. 


[ Laughter. ] 

This would allow us to spend more of our time running our businesses. Now 
we must spend much time and energy filling out Government forms and answer- 
ing Government questions. 

We also find that we are frequently competing with new Government agencies 
for competent stenographic and clerical help and, above all, we are being taxed 
each day to support agencies set up to help us which are only confusing us. 

Now, as to those Government questionnaires, I know positively that 
those forms and questionnaires are invented and devised by honest 
citizens, men who have been appointed to their office and they have 
not got anything for their clerks to do, so they sit down and figure 
out a lot of questionnaires. [Laughter.] 

I can document that, if you like, seriously. 

Well, we lost two of our best secretaries, one to the State Depart- 
ment and one to the Department of Commerce within the last 6 months 
at salaries higher than we could pay, and we paid top rates in this area. 

If a committee meeting could develop a constructive program along these lines 
I certainly am all for it at a very early date. 

Going back to the first paragraph of my letter, I do, however, want to make 
a more thorough check on the existence or nonexistence of specific problems 
relating to the materials and the defense program generally. 

I will write you further in the next 10 days. 

Now, I showed that letter to a few of my friends. I did not ask 
them if I might quote them so I will not give their names. One is 
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the executive head of one of the largest banks, and he says, “Thank 
you for showing me a copy of your letter to Mr. Sawyer. I agree 
entirely with your sentiments.” 

Another man said that Mr. Sawyer is a very fine man and he is 
quite sure he will feel very much the way I did there. 

Another man, who is not the head of a small business, but one of 
our largest businesses, says, “I think what you said needed to be said 
and it isa very good job.” 

Mr. Mutter. Is that association you mentioned a trade association ? 

Mr. Hate. That is an association of all manufacturers in the Minne- 
apolis metropolitan area who wish to be members and it includes, I 
would say—I don’t know the figure exactly, but I would say 85 percent, 
perhaps. 

Mr. Mutrer. Is it affiliated with a national organization ? 

Mr. Harz. No; not more than any trade association of that kind, 
but I suppose they obtain information and data from the NAM, but 
it has no direct affiliation, no direct coordination of policies or anything 
of that sort ; purely local. 

Mr. Mourer. You did not know that section 102 of the Internal 
Revenue Code is not mandatory 

Mr. Hate. This is the situation. We each year at annual directors’ 
meetings do what I suppose most all prudent businessmen do. We 
have our attorneys draw up with us a big, long lingo, a regular rig- 
marole which is all mumbo-jumbo, to indicate why we are not paying 
out 70 percent of our dividends, because we need it for buildings and 
expansion and so on—I don’t have it with me, but I have a very com- 
plete résumé of it. 

Now, I am familiar with it, and I know perfectly well that the thing 
is not being enforced, is not being lived up to, and as you say, it is not 
mandatory, but it is one of those nasty little cockleburs that you have 
got to sit on and that annoy, and it has got to be eliminated, and if 
you want to do something to help small business and all business, you 
would go and eliminate it. It should be eliminated, and there should 
be some study made and an aggressive effort made toward eliminating 
double taxes in all departments, in other words, you should—— 

Mr. Mvutrer. You should be in Congress. You probably would vote 
for my bill. 

Mr. Hate. I probably would. Of course, I don’t know your bill. 
And I can give you documented evidence for each of these things. 

Mr. Mutter. I hope you will not think I am trying to be sarcastic, 
but in the matter of Government, you mention Commerce and the 
Small Business Administration, and you have not mentioned the Small 
Business Committee, when you said that about doing away with 
Government—I assume you don’t want us, too. 

Mr. Hare. I would say this of the Small Select Committees of the 
House and Senate, that if they come out here on these junkets and hear 
testimony which would lead to a constructive program such as I 
think many people would agree on are good, then you are fine; but if 

ou are merely going to have it lead to some more dependence on more 

ureaus and agencies being set up and more reports to fill out and so 
on, then I am “agin them,” with all the strength I can muster. And 
I am not “agin” any individual. 

Mr. Mutter. And you think it is better to have some committee sit- 
ting in Washington and make people go there to tell their stories, 
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than to have the committee go around the country finding out what 
is wrong? 

Mr. Hate. Well, no; that is not necessarily it. My over-all feeling 
is that if there are problems statistically that are suflicient in number 
to justify a lot of the things being attempted now, the demand would 
be overwhelming and you would not have to go around hunting for 
evidence, people would be lined up for 10 blocks outside of your door, 
and I think the same thing is true of the Northwestern Bank Building, 
where the SDPA has offices—they have to hunt for complaints and 
trouble. 

Now, I don’t know what your testimony was today, but I have gotten 
that first hand from friends and people who have worked there, and 
I know that there is not a line-up of people waiting. 

Mr. Mutrer. Do you think your Federal Government ought to stay 
in mo oan tng and let people come to it instead of its going to the 

ef 
oer. Hate. I believe exactly what Thomas Jefferson said, if you have 
to choose between too much government and too little government, 
take too little government. 

And I think that anything that should be handled on the local level 
should be handled on the local level. I think the Federal Government 
should be only a liaison group and should not attempt to get into the 
field and try to handle problems locally in any field. 

Mr. Muurer. And you think it is trying to handle problems locally 
when we are trying to find out what the problems are, if there are 
problems ? 

Mr. Hate. Yes. And I think, again, going back to what I said, if 
the problems existed enough to justify that kind of effort and money 
and having a great group of people traveling around the country and 
spending money like this, the problems would be piled up many, many, 
many feet high and they would be self-evident and you would not have 
to tour the country looking for it. 

Mr. Muurer. It seems to me we have heard that same story before 
in Washington, and I sup there are a great many citizens who will 
agree with you that that is the way Government should be operated. 

Now, tell me, do you have any documents, any information, which 
statistically establish that there are no small-business problems? Can 
you supply us with that? 

Mr. Hater. I did not say that, don’t quote me wrong, I did not say 
there were no small-business problems. 

I said statistically if you take all the small businesses in an area and 
sum up the total of all of the genuine, authentic problems that have 
existed because of shortage of material or the impact of the war situa- 
tion on that small business, statistically it would be exceedingly small. 

Mr. Mutter. I did not want to quote or misquote you, I just wanted 
to direct your attention to your reference to the statistics. 

Mr. Hate. Yes. 

Mr. Mvuvrer. And suggest to you we would like very much to have 
those statistics. 

Mr. Hate. I would be very glad to send my secretary to Mr. Malm- 
quist’s office and she can take the piles and piles of stuff that the 
Department of Commerce has sent as the result of their statistical 
survey in this area, and make a summation—and let the Congressman 
from this area tell me how many people have come to them with genu- 
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ine real problems. Now, I eliminate immediately such problems as 
these [indicating]. 

Now, I have many friends and some of them have the idea that if 
they get a subcontract or a war contract, they are going to make all 
of this money. Well, that is not true. They do not know the facts 
of business life. 

They go too cheaply. We had bid every day to the Rock Island 
Arsenal and other places, and we have practically quit doing it be- 
cause it is going at a price which only pays for the direct labor and 
machine work involved, because—— 

Mr. Muvrer. Excuse me. Although you seem reluctant to give us 
the statistics you rely on, I can supply you the statistics that we rely 
on, but I am very much afraid that if we put you on that mailing list 

o bes simply get more data which you would put in the waste- 
asKet. 

Mr. Haxe. That is correct. I have written to them to take me off. 

Mr. Mutter. We report to the Congress regularly and I think the 
reports are very complete and statistical, too. But I don’t think it 
would serve any purpose to clutter up your wastebasket with any 
more. 

Mr. Hate. That is right. 

Mr. Wier. Mr. Chairman. 

Mr. Mutrer. Congressman Wier. 

Mr. Wier. I was going to ask Mr. Hale—how do you reconcile 
your statements here with the fact that early in the year the Chambers 
of Commerce of Minneapolis and St. Paul and Duluth, along with a 
lot of other businessmen from the industrial centers of Minnesota, 
demanded hearings with the purchasing or procurement officers of 
the military and other agencies of the Government at the very earliest 
possible time, and that they were willing to come down to Washington 
to present some factual problems up here to the military; and that 
meeting was arranged with, I think, the whole Minnesota delegation 
over in the Pentagon and it included people all the way from Secre- 
tary Lovett, the Secretary of Defense, all the way down to—— 

Mr. Hate. I am familiar with that. 

Mr. Wier. And at that meeting a lot of apprehension and a lot of 
fear was expressed as to the future of the State of Minnesota because 
up to that time they had not gotten very many contracts. We have 
no military installations out of this program, and the criticism was 
leveled at the Department of Commerce because it apparently was 
not serving the purpose that these many small-business men thought 
that it should serve, and they say that this is the forgotten State in 
this program and that it should get some recognition. 

Now, practically every one of those men—and I note many of them 
are here today—most of your men did display some alarm, consid- 
erable alarm, and felt that the Members of Congress representing 
Minnesota ought to take the initiative and be on the aggressive to 
see that we got not only contracts but some recognition from the mili- 
tary up here so we could keep our people here, instead of having to 
leave for other parts of the country. 

Also, we wanted to maintain a balanced economy up here, and those 

lants that were in the normal process of a peacetime industry found 
it necessary to keep that balance by getting war contracts. 
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Now, as to the question of the problems that little businesses have 
got, I have received a lot of mail dealing with that. 

Mr. Hate. I have seen many of that type of letters, too. 

Mr. Wrer. I don’t know what you mean by that, “type of letters.” 

Mr. Hate. Well, letters—every Congressman gets, I presume, the 
same. 

Mr. Wier. That is right, the same letters from the same people. 
Now, those letters display to me quite a bit of concern in this state over 
what is going to happen to them. 

Mr. Hate. That is right. 

Mr. Wier. And I know for a fact—— 

Mr. Hate. We agree; what are we shooting for? 

Mr. Wier. I was—— 

Mr. Have. If you want my slant on it, Mr. Wier, for the most part 
it goes back to Roosevelt’s famous quotation, that there is no fear like 
fear itself, people imagining things that did not materialize. 

Mr. Wier. Now 

Mr. Hare. Wait a minute until I finish. 

Second, that we felt like, in Associated Industries, when Korea hap- 
pened, nobody knew what was going to be the eventuality. So, we of 
Associated Industries all of the news servives, Kiplinger and Research 
Institute, and all that, and we were led to believe that probably thin 
would tighten up awfully fast. Nobody knew in the Pentagon or in 
Congress or anywhere else what was going to happen. 

So, we, as businessmen, took the initiative and set up a committee, 
thinking to benefit by the mistakes of the last war and be prepared, and 
we fell in with that, the same as the chambers of commerce. 

Then, you have the same psychosis that you had back in the NRA 
days when the whole scramble was, the whole country over, with things 
being given out, things from Santa Claus’ grab bag, the feeling, “If 
we don’t get it, we are going to lose out”—and there was a lot of 
pressure to get on the gravy train, “why can’t we get in on all of this 
stuff?” 

There was that pressure, and now we see a defense contract, and all 
of this talk, when they come up and they say that if they cannot get a 
15-percent break for this area and eliminate the freight-rate sroblems, 
differentials, and all of the rest of it—to me that is synthetic, that is 
a synthetic problem, not a real problem. ¢ 

Mr. Wier. Well, let us be realistic 

Mr. Hate. I am realistic. I am running a business and making 
money on it and enjoying it. 

Mr. Wier. Well, several witnesses have testified to that same thing, 
and that is a true picture. There are businesses in the country—let us 
take the textile industry in Massachusetts, because there is a substan- 
tial indutry here, we have several big plants. 

Mr. Hate. If you want to take that, you better start talking about 
the textile industry in New England. 

Mr. Wrer. All right, in the woodenware field, that is where we have 
a lot of concerns—— 

Mr. Hate. If you would like to have my slant on that, Mr. Wier, 
and I hope you will use this in Congress, too, I get, and practically 
every businessman in Minneapolis gets mah day, a very fancy bro- 
chure from the Mississippi area saying, “We will build you a plant 
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and we will give you rent free and we have very low labor rates, labor 
is unorganized, we have just what you are looking for.” 

Mr. Wier. “A primitive way of life.” 

Mr. Mutter. That is a good place for that 70 percent under 102. 

Mr. Hate. Yes; and then the next mail, I get a report from Wash- 
ington saying that they had a delegation from that State asking for 
Federal aid for education because they cannot tax those people because 
they have no money and no industry, a gar gb “Won’t you please 
tax the people in Minnesota and New York and New England to edu- 
cate our kids?” P 

Mr. Mutrer. I thought the Mississippi Representatives always 
voted against Federal education. 

Mr. Hate. Well, do you follow me? 

Mr. Wier. I follow you on that theory ; yes. 

Mr. Hate. All right. There is one of your basic problems in the 
migration of businesses from New England and this area to the South. 
They have not faced up to the economic facts of life and consequently 
they say, “Come down, the taxes are low and we will build a build- 
ing for you,” and so on and so on. 

And then the next thing, they run to Washington saying, “We need 
money, a tax California, New York State, Pennsylvania, Minne- 
sota, and send the money down to us to educate our children.” 

Mr. Wier. That is one phrase that I am somewhat in agreement with 
you about, because I have sat on that committee and I have been all 
over the South, on education, And I can partly come to your conclu- 
sion. 

But, in this desperate fight for the maintenance of business in Min- 
neapolis—now, a man has got to survive, and in Minneapolis, those of 
them who engage in the metals have the problem of scarce materials 
and all of the rest of it, but when you move out of the metal industry 
over into the woodenware and over into the textile and over into the 
foodstuffs, then you find the fellow that really is concerned, because 
he is gradually finding himself curtailed, and he is the fellow that is 
worried, and he—— 

Mr. Hare. Coming back to the woodenware business, if you want 
to take that, the G. H. Tennant Co. started making that in 1870 and 
they have been in that for over 40 years, and then they saw their com- 
petitors, our competitors, Bardwall-Robineon and Wyman-Smith go 
out of business because when the trees around this area got cut down 
as became more and more expensive to ship lumber in, they tried to 

lang on. 

ow, the Tennant Co. was a small company, but fortunately my 
predecessors had a little sense in that sort of thing and they shifted 
around to a new business here. They liked Minnesota and they love 
ii—economically we are in a business, but we like it here and we get 
along fine here. 

My point is there are woodworking businesses that economically and 
logically do not belong in Minnesota any more, and they should recog- 
nize the facts of life and they should move. 

As to textiles, they have the same problems as they have over in New 
England, and there are books and papers that are written about them— 
maybe you have read them—but it is not a problem that is one that this 
Select Committee on Small Business should be concerned with. 
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Mr. Wier. Well, I am not a member of this committee, I just hap- 
pened to be visiting, and this committee came here. 

Mr. Mutter. Don’t go taking sides now. [ Laughter. } 

Mr. Hate. You want some support—— 

Mr. Wier. Well, you take the position I am a member of the 
committee—— 

Mr. Hate. No; not at all. 

Mr. Wier. You have aroused my interest in your position. I think 
you are impelled to a little bitterness in your whole picture. 

Mr. Hare. Me? Oh, heavens, no; I have absolutely no feeling or 
bitterness toward individuals. I have a firm and great bitterness 
in a system which we are caught in, nonpartisan, it has nothing to 
do as between Democrats and Republicans, they are equally the same 
in my book—— 

Mr. Wier. Well, you leave nothing but the Communists. { Laughter. | 

Mr. Hate. Not at all. It seems to me it goes back, if you want 
to get back to the basic philosophy—you can read it in Frank Chordoff 
on the sixteenth amendment, he stated it better than I can when he 
said to go back a little bit, to 1913, when the hearings were being 
held on the amendment, and the income tax is only an emergency act 
and it would be taken off very shortly. 

My theory is that in a democracy we elect you and you and you 
as our representatives. We give you our sovereignty, we loan it to 
you for your term of office, and that is the way it should be, and 
when that amendment came along we surrendered that type of sov- 
ereignty for something that we have and cannot change an 

Mr. Mucrer. Well, you can still amend the Constitution and sub- 
stitute the sales tax, for instance—— 

Mr. Hate. Substitute some other source revenue, or get back to 
Senator Byrd or some good Republican ideas as to how to cut down 
bureaucracy and call on Government only in an emergency 

Mr. Wier. That is what they call the law of the jungle, is it not? 

Mr. Harz. No, sir; not at all. I call it Thomas Jefferson’s dream. 
Tf you want to read it, it is in the Federal papers, as clearly as it 
can be. 

Mr. Wier. Nevertheless, I have made this point with you because 
I am getting letters with—— 

Mr. Hate. I know that, boy, I know that perfectly well; but if you 
analyze those out, if you have the time to do it—I know you have 
not, you are all overworked and all harassed, I know that it is a terrible 
situation ; but if you could take and make just a spot check and analyze 
those, you will find about 1 out of 10 has some merit and the other 9 
are pretty nearly all synthetic. 

Mr. Wrer. Now, you are high in the echelon of the Associated 
Industries and most of the trade organizations in the Minneapolis 
area are affiliated with the organization. Do you believe they go 
along with this kind of a statement? Do they go along with the 
statement you make here ? 

Mr. Hate. I am not popular in a lot of places. [Laughter | 

Mr. Mvtrer. Brother, welcome. [ Laughter. ] 

Mr. Hate. But I will not accept a committee appointment or mem- 
bership any place unless it is understood that I will do my very best to 
find facts and speak sincerely and honestly, and when I am asked what 


I believe, I say it. 
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Mr. Wier. I have got hundreds of little plants in the Northeast, in 
industries—— 

Mr. Hare. I know them. 

Mr. Wier. In woodenware and 

Mr. Hare. And we buy from them, and for the most part the little 
plants give better service than the big plants, and 

Mr. Datmas. Mr. Hale, you say that statistically 1 out of 10 are 
valid complaints. That would be a pretty good statistical average, 
would it not? 

Mr. Hare. Except that your 10 percent statistically in relation to 
all your small businesses is a very small statistic to start with, and if 
you take it down and reduce it, you have a very low statistic. Now, 
1 am just using those figures—coming back to the question, again, that 
is a kind of a problem that bureaucrats like you get-—— 

Mr. Movrer. Off the record. 

(Discussion off the record.) 

Mr. Mutrer. I think the best way, instead of taking further time 
here, is to ask you to please read carefully the reports both commit- 
tees have been making to the Congress periodically, and I think you 
would change your mind. 

Mr. Hate. No, I would not, sir. 

Mr. Mutter. And even if you did not change your mind, if we only 
found one valid complaint, if Government does not take the time and 
the trouble and effort and energy and spend the money to eliminate 
that one valid complaint, you are letting the Government rot at the 


core—— 

Mr. Hatz. Well, now—— 

Mr. Mutrer. Those complaints must be eliminated. 

Mr. Hare. Wait a minute. If you take care of that 1 valid com- 
plaint, if you harass the other 99 that do not have problems, if you 
burden them with statistics and forms and paper work, if you have 
to hire away our secretaries, if we have to compete with all of the 
bureaus, if they are going to take the office space, and if you tax the 
businesses away to support that kind of a parasite, then in my judg- 
ment zon are just not rotting at the core, you are creating a stinking 
rot an 

Mr. Murer. Well, you think it would be much better to let that 
one fellow 

Mr. Hate. It would be better to take that $775,000 and give it to 
him. Give it to him, and he would be well off and everybody would 
be Happy and all the rest of us could go ahead. [Laughter ] 

Mr. Murer. And if he only had 10 percent of the spirit of free 
enterprise, he would not want any of that $75,000. 

Mr. Hate. I said $775,000. 

Mr, Mutrer. Well, nevertheless, we appreciate your coming in 
here, and we are very glad you did come in and tell us your side of 
the picture, even though we will express the American right to dis- 
agree with you. If you are finished 

Mr. Hate. Yes. 

Mr. Murer. I have gone through the complete list of names of 
those who have indicated a desire to be heard. I don’t think I have 
overlooked anybody. 

Mr. Wier. Let me ask, Mr. Malmquist, do you have industry gen- 
erally in contact with your office, or are you limited to some par- 
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ticular field? I think from what I heard this morning that most of 
these people here are representing the metal trades, that is, some 
hase of the metal trades. Undoubtedly there are a lot of others. 
o you have much contact with them ? 
Mr. Matmquisr. No; very little. As a matter of fact, the wood- 
working trade, of course, does not come to us for Government contracts 


because there aren’t any. 

Mr. Wier. There are some; I know that. 

Mr. Matmqutist. In other words, if they get any work at all as far 
as the military is concerned, it will be in the way of crates, and so 
forth—but “We cover the water front,” so to speak. 

Mr. Muurer. Mr. Malmquist, you don’t go out looking for cus- 
tomers, do you? 


Mr. Maumauist. No. 
Mr. Mutrer. You let the public know you are in business and 


ready to serve them. 

Mr. Matmaquist. That is right. 

Mr. Hare. I think every man in Minneapolis knows your agency 
is set up for some specific purpose, and that is to render what help 
you can in contacts and relationships with Government business. 


Mr. Ma.mauist. That is right. 

Mr. Mutrer. Thank you for the privilege of having been here in 
this city of yours, and we are glad to have you all with us and the 
committee expresses its thanks to you for the fine cooperation that the 
community generally, and you individually, have extended to us. 

The committee will now stand in adjournment. 

(Whereupon, at 4: 10 p. m., the subcommittee adjourned.) 

(The following supplemental statements were submitted :) 


STATEMENT OF WALTER J. DYKOSKI, MINNEAPOLIS, MINN. 


SMALL DEFENSE PLANTS ADMINISTRATION, 
Minneapolis, Minn., August 15, 1952. 
Mr. Vicror P. DALMAs, 
Ezecutive Director, House Select Committee on Small Business, 
Washington, D. C. 

Dear Mr. Datmas: Here’s a letter from Mr. Walter J. Dykoski, who was one 
of those unable to testify at the hearing on July 17. He is a manufacturer of 
optical glass, etc. His case is quite typical of numerous others. 

Yours very truly, 
J. W. MALMQvUISsT, 
Regional Director. 
MINNEAPOLIS, MINN., August 7, 1952. 
Mr. J. W. MALMQUIST, 
Regional Director, Small Defense Plants Administration. 

Deak Siz: It appears there is no satisfactory procedure established for the 
small-business firms here, such as ourselves, whereby we have any fair chance of 
obtaining bid forms in time from the Frankford Arsenal and the Chicago ord- 
nance district. We have tried a number of different methods but with poor 
results. 

For your record we wish to state what we have tried. We first contacted the 
people at the Frankford Arsenal. There we were told we would have to con- 
tact the Chicago ordnance district. It develops that the Frankford Arsenal can 
and sometimes will issue the forms. The Chicago ordnance district issue prints 
and also sometimes will issue the bid forms. But generally a form letter refers 
one back to the F.. A. 
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Now note our difficulty. We want optical work. It is not always possible 
from the first brief descriptions to determine whether the invitation has optical 
elements or the metal components. You will recall our effort to resolve this 
where we requested you to obtain this information from the Frankford Arsenal. 
Some 30 or more invitations were requested. Two-thirds of the available time 
was consumed in obtaining single copies of these invitations. Seven of these 
were selected as desirable items for our manufcture. Because of our previous 
experiences we immediately wired the F. A. for quadruplicate copies of the in- 
vitations and we called the Chicago ordnance district and requested prints and 
invitations. We were told it takes at least 4 or 5 days to prepare the prints. 
These prints arrived one day before the opening date. One wrong set had in- 
vitations bid forms, the remainder did not. The invitations to bid forms from 
the F. A. arrived after the opening date. 

It is our conclusion that at present there is no satisfactory procedure whereby 
the local small business has a fair chance to obtain ordnance contracts. 

Yours truly, 
Water J. DYKOSKI. 


STATEMENT OF R. H. BARCLAY, MANAGER, GREAT FALLS IRON WORKS, 
INC., GREAT FALLS, MONT. 


GREAT FALts Iron Works, INc., 
Great Falls, Mont., July 14, 1952. 
Mr. J. W. MALMQUIST, 
Regional Director, Small Defense Plants Administration, 
Minneapolis, Minn. 

Dear Srr: Before me is a letter from Mr. Dalmas at Washington, as well as 
your communications of July 8 and 11. 

Notice of the meeting to which these letters refer hardly affords sufficient 
time for the writer to attend. 

However, a survey made among the firms which would come under the Small 
Defense Plants Administration indicates that there is no distress caused by lack 
of orders, generally speaking. 

Montana boasts of very few potential contractors for defense work. There 
are a small number at the present time engaged in producing items required 
for defense, and the business generated by this type of work seems to fill a 
large part of the productive capacity of such plants. This fact in turn leaves 
such ‘local business as may be available to keep some of the other plants pretty 
well occupied. 

As we understand it, the function of the SDPA agency is to preclude and 
nlleviate distress which may be the result of allocation of scarce materials 
to defense products and thereby starving plants engaged in civilian pursuits. 
In this respect, there may be a few consumers who are unable to get as much 
steel as they would like or possibly should have to keep their operations at a 
satisfactory level. None of the men encountered in our survey indicated that 
they were in distress as a result of this situation, although practically every- 
one is short of steel at this time due to the existing strike in most of the mills 
throughout the country. 

The report of the State unemployment commission indicates that the un- 
employment existing in the State is practically negligible. In many parts of 
the State, there are an insufficient number of applicants to fill the operating 
forces in those localities. It is the writer’s impression that there are more 
jobs available in Montana than there are workers to fill them. 

The foregoing represents the writer's opinion formed as the result of a rather 
meager survey of the State which embraces a large territory and a very diversi- 
fied interest. However, for the purposes of your committee, I believe it is 
fairly representative. 

Very truly yours, 
R. H. Barciay, Manager. 


86267—52—pt. 4—— 
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STATEMENT OF DONALD A. SMITH, SMITH, INC., FARGO, N. DAK. 


Sauira, Inc., 
Fargo, N. Dak., July 16, 1952. 
Mr. J. W. MALMQuisT, 


Regional Director, Small Defense Plants Administration, 
Minneapolis, Minn. 


Deasw Mr. MALMQuIsT: I regret that it was necessary for me to notify you 
that I would be unable to attend the hearing in Minneapolis on Thursday, July 17. 

I have a communication from Victor P. Dalmas, executive director in Wash- 
ington, indicating that if I desired, a written statement could be submitted by 
me expressing my views concerning the points outlined in his previous letter. 

It is the writer’s personal opinion that the State of North Dakota is adequately 
served out of your Minneapolis office. I do not recommend the establishment of 
a field office within the State. 

It is my personal opinion that small business within the State is working at 
normal or better in their regular operations. I question that they contribute 
substantially to the war effort either directly or indirectly. The maintenance of 
a uniform economy at home is important, and that to me represents their ma- 
jor contribution at this time. 

The entire State is currently faced with a serious labor shortage brought about 
primarily by the discovery of oil in the Williston Basin. A great many hourly 
workers, clerical help, etc., are being attracted by the high rate of pay in the 
oil fields, and this is discouraging to the average North Dakota private business, 
and most of all, does not create any desire on their part to attempt to expand or 
take on additional responsibilities. 

To this date I have had no communications indicating distress, and in my 
personal opinion, I restate that the main effort of business and industry in 
North Dakota is to keep the home front strong and stable. 

I believe that all problems that conceivably could develop in the future can 
easily be handled by one of the two following methods : 

1. By directing the individual or firm to your regional office in Minneapolis. 

2. By requesting your office to send a man into our territory to handle this 
individual problem. The opinions of the writer may be passed on to the com- 
mittee as you see fit. - 


Very truly yours, 
DonaLp A. SMITH. 


SMALL DEFENSE PLANTS ADMINISTRATION, 
Minneapolis, Minn., July 23, 1952. 


SUPPLEMENTAL STATEMENT BY J. W. MALMQUIST, REGIONAL DIRECTOR 


Mr. Victor P. DALMAs, 
Executive Director, Select Committee on Small Business, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Datmas: At the time of the House hearing in Minneapolis July 17, 
I made several references to inadequacies in item descriptions in the daily Con- 
solidated Synopsis of Proposed Procurements and Contract Awards Information, 
and you requested that examples be submitted to you. Accordingly here are 
exhibits : 

A. Showing considerable variation in contract award prices covering the iden- 
tical item as to specification, containers, etc., apparently purchased on the same 
day. 
B, C, D, and B. Totally inadequate lead time. In many instances it would 
appear impossible to enter a reasonable bid unless the bidder had full information 
prior to issuance of invitations to bid. 

F and G. These are typical examples of inadequate descriptions of the items 
being procured. The resulting confusion and waste of time and funds on the 
part of both Government and potential bidder are obvious. 

Please tell us if we can be of assistance in any way. 


Yours very truly, 
J. W. MALmegutst, 


Regional Director. 
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Excerrts From Unitep States DEPARTMENT OF COMMERCE FIELD SERVICE, CoNn- 
SOLIDATED SYNOPSIS OF PROPOSED PROCUREMENTS AND CoNTRACT AWARDS 
INFORMATION 


Exursir A 
SYNOPSIS NO. PA—556, JULY 9, 1952 


Part II. Consolidated synopsis of contract awards information 


Department of Defense 


For each contracting office there is shown a list of formally advertised and 
negotiated unclassified contract awards issued in accordance with Department 
of Commerce—Department of Defense policy on the dissemination of such 
information. 

Unit quantities and dollar amounts are given for contract $25,000 and over in 
size. Subcontracting requirements known to exist at the time of publication are 
indicated in the “contractor and address” column. 





| 
Description Quantity a med Contractor and Address 





| 

RARITAN ARSENAL, METUCHEN, NEW 
JERSEY 
Antifreeze—Ethylene glycel, §& | 31,000 gal___. , | Thompson Chemical Company, 90 
MIL-E-11789 (ORD), one-gallo on A oe Avenue, Pawtucket, Rhode 


cans. 
Antifreeze—Ethylene glycol, Spec. | 281,100 gal... . Commercial Solvents Corporation, 260 
MIL-E-11789 (ORD), one-gallon 1.697 Madison Avenue, New York 16, 
cans. New York. 
Antifreeze—Ethylene glycol, Spec. | 70,000 gal__- . Reliance Varnish Co., 4730 Crittenden 
MIL-E-11789 (ORD), one-gallon 1.80 Drive, Louisville, Ky. 
cans. 
Antifreeze—Ethylene glycol, Spec. | 70,000 gal... " Hebb-Swetnam Company, P. O. Box 
er 11788 (ORD), one-gallon s 2197, Wichita Falls, Texas. 


antinnene- Ethylene glycol, Spec. | 50,000 gal... Commercial Solvents Corporation, 260 
MIL-E-11789 (ORD), one-gallon Madison Avenue, New York 16, 
cans. New York. 

Antifreeze—Ethylene glycol, Spec. | 60,000 gal... ‘ Excele Manufacturing Company, 1107 
MIL-E-11789 (ORD), one-gallon 7 S. Fremont Avenue, Alhambra, 
cans. | California. 

Antifreeze—-Ethylene glycel, Spec. | 50,000 gal... . | Prairie States Oil and Grease Co., 

MIL-E-11789 (ORD), one-gallon 787 Danville, Iinois. 

cans. 











ExHIsIt B 
SYNOPSIS NO. PA—548, JUNE 26, 1952 
Part I. Synopsis of Proposed Procurements 


The following is a list of proposed procurements issued by the various in- 
dicated U. S. Government procurement offices. This list is compiled and made 
available daily on a free pick-up basis. Prospective bidders may obtain complete 
bid sets by a request to the purchasing office under which the purchase is listed 
in this Synopsis. Be sure to identify completely the bid invitation you wish 
by including in your request the item description, the invitation number or 
reference number and the opening date. This will save time in filing your re- 
quest. For reasons of economy, specifications are normally not included with the 
bid invitations unless the specification is a new one. First time bidders on a 
particular item should request a copy of applicable specifications and drawings 
at the time the request for a bid is made. 


Department of Defense 


It is not necessary to refer solely to the issuing ye for additional data on 
a bid invitation issued by any of the following U. Army Ordnance Offices: 
Ordnance Tank Automotive Center; Detroit yon thi Frankfort Arsenal; Pica- 
tinny Arsenal; Raritan Arsenal; Rock Island Arsenal; Springfield Armory ; 
Watertown Arsenal and Watervliet Arsenal. Complete information on any pur- 
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chase listed by any of those offices alone can be obtained from the Ordnance 
District Office nearest you. Its address is on file in your nearest Department of 
Commerce Field Office. Do not ask an Ordnance District Office for informa- 
tion on a purchase unless it is listed by one of the above-named offices. Ordnance 
District Offices do not have information on any other purchases. 

Invitations for Bids numbers will be followed by the letter “B.” Requests 
for proposals or quotations will be indicated in this column by the letter “Q” or, 
if numbered, the number will be followed by the letter “Q.” 





Description Quantity ee No. Opening 





COMMANDING OFFICER, FORT M’PHERSON, FORT 
M’PHERSON, GA. 


Modification of, bidg. T-1128, Ft. McPherson, Ft. 


McPherson, ¥ 
Installation, 57 exhaust fans in post buildings, Ft. 
McPherson, Ft. McPherson, Ga. 


PURCHASING & CONTRACTING OFFICE, CAMP 
RUCKER, ALABAMA 


Pipe: culvert, fron or steel galv., fully bituminous - (01-044-52-37) . .... 
coated .05’’, corrugated #16 gage, 42”, 20’ lengths. 
PURCHASING OFFICE, RENICIA ARSENAL, RENICIA, 

CALIFORNIA 


Furnishing all plant, labor, materials, and equipment (AVI 04-519-52- 
and performing all work on erection of sawdust dis- 30B). 


posal system. 














Exursir C 
SYNOPSIS NO. PA—547, JUNE 25, 1952 
Part I. Synopsis of Proposed Procurements 


The following is a list of proposed procurements issued by the various indicated 
U. S. Government procurement offices. This list is compiled and made available 
daily on a free pick-up basis. Prospective bidders may obtain complete bid sets 
by a request to the purchasing office under which the purchase is listed in this 
Synopsis. Be sure to identify completely the bid invitation you wish by includ- 
ing in your request the item description, the invitation number or reference 
number, and the opening date. This will save time in filling your request. For 
reasons of economy, specifications are normally not included with the bid invi- 
tations unless the specification is a new one. First-time bidders on a particular 
item should request a copy of applicable specifications and drawings at the time 
the request for a bid is made. 


Department of Defense 


It is not necessary to refer solely to the issuing office for additional data on a 
bid invitation issued by any of the following U. S. Army Ordnance Offices: 
Ordnance Tank Automotive Center, Detroit Arsenal, Frankford Arsenal, Pica- 
tinny Arsenal, Raritan Arsenal, Rock Island Arsenal, Springfield Armory, 
Watertown Arsenal, and Watervliet Arsenal. Complete information on any 
purchase listed by any of those offices alone can be obtained from the Ordnance 
District Office nearest you. Its address is on file in your nearest Department of 
Commerce Field Office. Do not ask an Ordnance District Office for information 
on a purchase unless it is listed by one of the above-named offices. Ordnance 
District Offices do not have information on any other purchases. 

Invitation for Bids numbers will be followed by the letter “B.” Requests for 
proposals or quotations will be indicated in this column by the letter “Q” or, 
if numbered, the number will be followed by the letter “Q.” 
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| 


Description 


| 

COMMANDING OFFICER, OAKLAND QUARTERMASTER | 

PROCUREMENT AGENCY, 124 GRAND AVENUE, OAK- 
LAND 12, CALIFORNIA 





Boxes, fiberboard, type SF, solid fiberboard, type 
RSCL SL regular slotted box with sleeves, Grade 3, | 
400 pound dry bursting strength, symbol V38, size | 
181546 x 9% x 13% inches. 

Pads, fiberboard, interior corrugated, B flute, 200 Ibs. 
bursting strength, board minimum size 996 x 13%4 | 
inches. 


Cans, steel, rectangular, complete with lids, 5 gallon | 500,000 ens ea 


size, capacity approximately 20 Ibs. of vacuum 
packed. 


PURCHASING AND CONTRACTING DIVISION, BUILDING | 
104, FORT MONMOUTH, NEW JERSEY 


Alterations to and air conditioning of meat cutting | 
room building T-800, Fort Monmouth. | 


COMMANDANT OF THE MARINE CORPS, WASHINGTON, | 

D. C. ATTN.: SUPPLY DEPT. PROCUREMENT SECTION | 

ae 

Dinnerware, plastic, for style and composition, | 

Booton Molding Company or equal, Mellamine | 
Formaldehyde resin. 


COMMANDING OFFICER, FORT MCPHERSON, FORT 
MCPHERSON, GA. 


Demolition of two temporary structures and construc- | Job 4 4, eH 


tion of one addition to building forty one, Fort | 
MePherson, Fort McPherson, Georgia. 
AIR FORCE BASE, | 


COMMANDING OFFICER, CASTLE 


CALIFORNIA 


Invitation for Bid/B/and Requests for Proposal/Q/are 
distributed to firms listed in the Bidders List main- | 
tained by the above activity. A complete bid set is | 
available for examination only by prospective | 
bidders at the Air Regional Offices located in the 
local trading area of the above activity. Construc- 
tion of an addition to NCO Mess at Castle AFB, | 
California. 


Description 





U. 8. ATOMIC ENERGY COMMISSION, LOS ALAMOS, 
NEW MEXICO 


Receiver, AM, high frequency unit transmitter and | 
receiver, 30 watt 

Unit transmitter and receiver, mobile | 

Console, remote control unit | 

Remote control and companion amplifier, REF Ism-3 

CE Woosley. | 

! 





1,499,000 pes 


Job 





l iz | 
Invitation No. or | Opening 
Quantity Proposal Date 
' 
125,000 ea 234 B_.. 30Jun 52 
125,000 ea 284 B Sites 
| 285 B “ 


(28-043-52-187 B)_.| 28 Jun 52 
| 
} 


| 


--| 1498 Q 27 Jun 52 
27 Jun 52 


24 Jun 52 


29-52 A 


| , | ‘ T 
Quantity | Reference Number wom 


Exuisir D 


SYNOPSIS NO. PA-546, JUNE 24, 1952 


Part I. Synopsis of Proposed Procurements 


The following is a list of proposed procurements issued by the various indicated 


U. 8. Government procurement offices. 
daily on a free pick-up basis. 


This list is compiled and made available 
Prospective bidders may obtain complete bid sets 


by a request to the purchasing office under which the purchase is listed in this 
Synopsis. Be sure to identify completely the bid invitation you wish by including 
in your request the item description, the invitation number or reference number, 
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and the opening date. This will save time in filling your request. For reasons 
of economy, specifications are normally not included with the bid invitations 
unless the specification is a new one. First-time bidders on a particular item 
should request a copy of applicable specifications and drawings at the time the 
request for a bid is made. 


Department of Defense 


It is not necessary to refer solely to the issuing office for additional data on a 
bid invitation issued by any of the following U. 8. Army Ordnance Offices: Ord- 
nance Tank Automotive Center; Detroit Arsenal; Frankford Arsenal; Picatinny 
Arsenal; Raritan Arsenal; Rock Island Arsenal; Springfield Armory; Water- 
town Arsenal, and Watervliet Arsenal. Complete inforjation on any purchase 
listed by any of those offices alone can be obtained from the Ordnance District 
Office nearest you. Its address is on file in your nearest Department of Commerce 
Field Office. Do not ask an Ordnance District Office for information on a pur- 
chase unless it is listed by one of the above-named offices. Ordnance District 
Offices do not have information on any other purchases. 

Invitations for Bids numbers will be followed by the letter “B.” Requests for 
proposals or quotations will be indicated in this column by the letter “Q” or, if 
numbered, the number will be followed by the letter “Q.” 


: Invitation No. or 
Description Proposal 








POST ENCINEER, BLD©. T-130, FORT MASON, CALIFORNIA 


Painting, Ext. and Ext. Trim Var. Bldgs. Fort (04-219-52-8B) - ._. 
Mason, California. 

Repair of Seawall Fort Mason, California: 
Prepakt Concrete Seawall f (04-219-52-7B) - ._- 
Prepakt Concrete Hole plugs a 
Excavation and Backfill 
Additional Backfill . - _. 

Pavement 8-in. Concrete sf 
Instal. Wet Automatic Sprinkler System Var. + 4 (04-219-52-10) 
Fort Mason California Consist Concrete Valve Pip. 
Pres. Relief Valve Os & Y Valves Incl. Connect to 
Exist Mains-Hydrants. 
Underground Mains, Valves, Paving and Miscella- 


neous. | 
Instal. Water Flow Trans Mitters and fire Alarm | Job 
Circuits per plans and specs. 
Instal. Underground Elec. Distr. and Street Lt. 
System- 
Standards Comp W/Luminaires 
Three in Cement Asbesto. conduit 
Cable R/L No. 8-5000 Volt 








PROCUREMENT AND CONTRACTING OFFICE, VANCE AIR 
FORCE BASE, ENID, O* LAHOMA 


Invitation for Bid /B/ and requests for Proposal /Q/ 
are distributed to firms listed in the Bidders List 
maintained by the above activity. A complete bid 
set is available for EXAMINATION ONLY by | 
prospective bidders at the Air Regional Offices | 
located in the local trading area of the above activity. 

Air conditioning of Radio Receiver Building at 28 Jun 52 
Bartlesville, Okla. Project 61-52B. 

Extension of sewage disposal system at Bartlesville, 
Okla. Project 64-52B. | 


U. 8. NAVAL AIR STATION, MEMPHIS, TENNESSEE 


Master Type Station for amplified intercommunica- 26 Jun 52 
tion system for six station circuit. 

Master Type Station for amplified intercommunica- 
tion system for twelve station circuit. 

Master Type Station for amplified intercommunica- 
tion, system for twenty-four station circuit. 

The above stations are intended for “ALL MASTER” 
office intercommunication systems to be installed by 
the Government. Each station shall include the | 
following required features: 

a.) Built-in microphone and speaker. 

b.) Busy signal indicator. 

c.) Station selector switch or switches with vol- | 
ume control. 

d.) Non-snooper circuits. ' 
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— Invitation No. or | Opening 
Description Proposal Date 





U. 8. NAWAL AIR STATION, MEMPHIS, TENNESSEE— 
continued 


e.) Permit conference setup between any combi- 
nation of or all stations on circuit. 

Stations shall be for 110-115 volt, 50-60 cycle | 
a.c. power supply. Copies of the above | 
Invitation can be procured from the Supply 
Officer, Naval Air Station, Memphis 15, 
Tennessee. 


COMMANDING OFFICER, FORT M’PHERSON, FORT 
M’PHERSON, GEORGIA 


Removal of Existing Fence and installation of Approx ; 27 Jun 52 
§ 00 Lin Ft. of Chain Link Fence on South | 
ary of Fort McPherson, Ft McPherson, Ga. 
Paint: Interior of Patton Hall Fort McPherson, | 27 Jun 52 
Fort McPherson, Ga. | 


COMMANDANT OF THE MARINE CORPS, WASHINGTON, 
ATTN: SUPPLY DEPARTMENT, PROCUREMENT SECTION 


Buttons, Plastic, Marine Corps Ornamented, Size 27 25 Jun 52 
Line 40 Line and 45 Line Short and Regular Shank. 
Cooler, Water, For Fixed Bakeries, Type II, Size 4, 30 Jun 52 
Military Spec. MIL-—C-10933/QMC/ with Excep- 


tions. 
Flour ens System, Purchase Description with 


Bid Set. 

Bag Cleaning Machines, To be Unit Sak Cleaner 

odel No. “O” Rapids or Equal. 

Machine, Dough Mixing, Electric-horizontal 1000 Ibs. 
of Dev Dough Capacity, Military Spec MIL- 
M-10921/QMC/ with Exceptions. 

Machines, Food Mixing, Electrically Operated, Com- 
mercial Type /Cake and Kitchen/ Federal Spec. 
00-M-38 and Amdedment with Exceptions. 

Pipe Was’ ers, Sanitary, For use with Girton Model 
PT-10 Wash Tands— Type 430 Corrosion Resistant 
Steel, Girton Oresal. 

~~ ne Machines, Industrial Model RBM or 

-qual. 

Fermentation Room, Complete with Ductless Type 
Dough Room Conditions, Fully Automatic Pur- 
chase Description with Bid Set. 

Icing Conveyers, Type 430-for use with Frost-O-Fast 

Model Icing Machine, to be basic foods Model, or 


equal. 
Wiping ee, Cotton, Reclaimed Fabrics, Mixed 
lors, 2 Federal Spec. DD D-W-415. 
Waste, Cotton, White, Federal Spec DDD-W-106 
and Amendment. 


RUSINESS SERVICE CENTER GENERAL SERVICES ADMIN- 
ISTRATION, REGION, 1031 SOUTH BROADWAY, LOB 
ANGELES 15, CALIFORNIA } 








Fluorescent Fixtures, 96 In. Length, and Fittings. sastecceccs-| Lsh-7el-ER. 
(Telegraphic Bids Accepted) | 


PURCHASING AND CONTRACTING OFFICE, AURURN 
GENERAL DEPOT, U. 8. ARMY, AURURN, WASHINGTON 


Req’n no. R & U 626-52, resurface approximately 725 sah slip inlt tition ant | (45-168-52-13) . - . 

lineal feet of Bataan Road, located at Auburn Gen- 

eral Depot. 
Req’n no. R & U 627-52, resurface parking lot no. 1, | -----.-------| (45-168-52-14) __...| 27 Jun 52 

located at Auburn General Depot. | | 
PR-59-52, pain exterior and interior of buildings | (45-168-52-12) .....| 27 Jun 52 

which includes signs, and fire extinguishers as indi- | 

cated in the specifications, locaved at Auburn Gen- | 

eral Depot and Seattle Cold Storage Plant. | 
COMMANDANT OF THE MARINE CORPS, WASHINGTON, 

D. C., ATTN: SUPPLY DEPARTMENT | 


27 Jun 52 


| 
| 





Frames Cap, Military Spec. MI L-F-20268 i ae : | 25 Jun 52 
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— | Invitation No. or 
Description Quantity | Proposal 


> 








CORPS OF ENGINEERS, U. 3. ARMY, PITTSRURGH, 
PENNSYLVANIA | | 


| 
Treadway, Steel, Complete with 2 Pins /Each with | 584 ea_............| (ENG-36-058-52- 25 Jun 52 
Safety Pin/ One spacing Hook, with 1 Beamlok, 215B). | 
Open Type Flooring 45-1/2 inch. Width Effective | 
12 ft Length SN L 7¢-0125.700-450. 

| 


| 
SAN ANTONIO AIR MATERIEL AREA, AIR FORCE CON- | 
TRACTING OFFICE, KELLY AIR FORCE RASE, TEXAS 


Invitation for Bid /B/ and Requests for Proposal /Q/ | 
are distributed to firms listed in the Bidders List 
majntained by the above activity. A complete bid | 
set is available for EXAMINATION ONLY by | 
pocapontive bidders at the Air Regional Offices 
jocated in the local trading area of the above activity. 


Utility Pits—900 Area . ool DOD. 22 ce ckb bien Gri , - 608- oid 24 Jun 52 

Ramp Plugs—300 Area 4 iialinatiitsilith ES EP eS ee GED 4i- -608- 52- | 26 Jun 52 

Furnishing all plant, labor, materials and equipment | Job. ........-...- “e B 41-608-52- 7 
and performing all work in strict accordance thereof | | 8 B) 


for the installation of sprinkler systems in Building | | 
Nos. 545 and 546. Included are service connections | 


for the sprinkler system. | 
Modification of Building 366 Sections A & B sasnstr sities ohubeemee (IFB 41-608-52- | 24 Jun 52 


| 103 B). 
Addition to Bldg. No. 545........... a 68 DORs nn cttnnkdaass CP fe 25 Jun 52 
105 B). 








Exuisit E 
SYNOPSIS NO. PA—532, JUNE 4, 1952 
Part 1. Synopsis of Proposed Procurements 


The following is a list of proposed procurements issued by the various indicated 
U. S. Government procurement offices. This list is compiled and made available 
daily on a free pick-up basis. Prospective bidders may obtain complete bid sets 
by a request to the purchasing office under which the purchase is listed in this 
Synopsis. Be sure to identify completely the bid invitation you wish by including 
in your request the item description, the invitation number or reference number 
and the opening date. This will save time in filling your request. For reasons of 
economy, specifications are normally not included with the bid invitations unless 
the specification is a new one. First time bidders on a particular item should 
request a copy of applicable specifications and drawings at the time the request 
for a bid is made. 


Department of Defense 


It is not necessary to refer solely to the issuing office for additional data on a 
bid invitation issued by any of the following U. 8S. Army Ordnance Offices: 
Ordnance Tank Automotive Center; Detroit Arsenal; Frankford Arsenal; Pica- 
tinny Arsenal; Raritan Arsenal; Rock Island Arsenal; Springfield Armory; 
Watertown Arsenal and Watervliet Arsenal. Complete information on any pur- 
chase listed by any of those offices alone can be obtained from the Ordnance 
District Office nearest you. Its address is on file in your nearest Department 
of Commerce Field Office. Do not ask an Ordnance District Office for information 
on a purchase unless it is listed by one of the above-named offices. Ordnance 
District Offices do not have information on any other purchases. 

Invitations for Bids numbers will be followed by the letter “B”. Requests 
for proposals or quotations will be indicated in this column by the letter “Q” or, 
if numbered, the number will be followed by the letter “Q”. 
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} | 
Invitation No. Opening} 








Description Quantity or Proposal | Jate 
' 
ARMED SERVICES-MEDICAL PROCUREMENT ACENCY, 84 
SANDS STREET, RROOKLYN, NEW YORK 
Hosp saree S ma . 230 ea. __. ..| 1813B } 9 Jun 52 
Drugs & c mics , PRPS t= TS: EE ---| 1814B..... .---| 9Jun 52 
Hosp equip & sup. - eae ia distin 1816B | 9Jun 52 
Hosp equip & sup hed : | 3,562 ea... _. 1818B __. j | 9Jun 52 
Field equip & sup : 56,964 ea __. | 1826B _. 9 Jun 52 
Dental items___...___- ‘ 12,672 pkg 1828B 9 Jun 52 
Dental items__.._. é ..| 23,616. . ..-| 1820B~_. | @Jun 52 
Dental items ‘ +i p02,384 ea. | 1830D 9 Jan 52 
Dental items 6: ‘ 32,688 ea .----| 1831B 9 Jun 52 
Hosp equip & sup | 60,987 ea... _- 1832B 9 Jun 52 
Hosp equip & sup -----} 33,288 ea .| 1833B 10 Jun 52 
Drugs & chemicals 1,284 bxs 1834B 10 Jun 52 
Hosp equip & sup SS lS 1835B 9 Jun 52 
Dental items... ___- id | 30,000 ea_...... 1837 B - 10 Jun 52 
Orthopedic appliances ; , 50 ea ea 1839B . _. 10 Jun 52 
Biologicals eres Fy pkg. lhe 3192Q._.. 13 Jun 52 
PHILADELPHIA DISTRICT, CORPS OF ENCINEERS, 1420 | 
WALNUT STREET, PHILADELPHIA, PENNSYLVANIA 
Circuit breaker, general purpose, manually operated, 1,300... | (EN G-36-109-52-| 6 Jun 52 
100 Amp, 230 volt AC. | 574B). | 
Circuit breaker, ipecn! purpose, manually operated, | 23,000___- .| do | 6 Jun 52 
20 Amp, 125 volt AC } 
Tape, armature, 34- inch wide .| 5,380... . ae | Cae 6 Jun 52 
Tape, friction, general use, grade A—}2- inch wide, | 1,520.- — ee Pitadapent . 6 Jun 52 
}4-pound roll. 
Socket, incandescent lamp, commercial type, 660 | 255,000 | (ENG-36-109-52-| 6 Jun 52 
watt, 250 volt. | | §76B). 
em, paguemasaat lamp, Weatherproof, 660 watts, | 33,600__._..__. reg? ae 6 Jun 52 
volts. | 
Switch, toggle, surface mtd., 10 amp. 125 volts_______- | 155,740__- i do 6 Jun 52 
Pipe, stove, elbow, 90-degree, 7-inch diameter. _____- } 2,008... ...... (ENG-36-109/ | 2Jun 52 
| N EG-52-539Q). 
Pipe, stove, joint or section, slip-jointed, 24 inches | 13,000..........._./_.... "Real. RBs 2 Jun 52 
long, 6-inch diam. | 
Pipe, stove, joint or section lock joint, 24 inch long, | 11,200__...........|.....do_............| 2Jun 52 
7 inch diam. 





Exuisir FP 
SYNOPSIS NO. PA-532, JUNE 4, 1952 
Part I. Synosis of proposed procurements 


The following is a list of proposed procurements issued by the various indi- 
cated U. 8S. Government procurement offices. This list is compiled and made 
available daily on a free pick-up basis. Prospective bidders may obtain com- 
plete bid sets by a request to the purchasing office under which the purchase 
is listed in this Synopsis. Be sure to identify completely the bid invitation you 
wish by including in your request the item description, the invitation number 
or reference number and the opening date. This will save time in filling your 
request. For reasons of economy, specifications are normally not included with 
the bid invitations unless the specification is a new one. First time bidders on 
a particular item should request a copy of applicable specifications and draw- 
ings at the time the request for a bid is made. 


Department of Defense 


It is not necessary to refer solely to the issuing office for additional data on 
a bid invitation issued by any of the following U. S. Army Ordnance Offices: 
Ordnance Tank Automotive Center; Detroit Arsenal; Frankford Arsenal; Pica- 
tinny Arsenal; Raritan Arsenal; Rock Island Arsenal; Springfield Armory; 
Watertown Arsenal and Watervliet Arsenal. Complete information on any 
purchase listed by any of those offices alone can be obtained from the Ordnance 
District Office nearest you. Its address is on file in your nearest Department 
of Commerce Field Office. Do not ask an Ordnance District Office for informua- 
tion on a purchase unless it is listed by one of the above-named offices. Ordnance 
District Offices do not have information on any other purchases. 
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Invitations for Bids numbers will be followed by the letter ‘’B.” Requests 
for proposals or quotations will be indicated in this column by the letter “Q” 
or, if numbered, the number will be followed by the letter “Q.” 





Description Quantity Invitation No. or Openteg 





ARMED SERVICES MEDICAL PROC'REWENT AGENCY, | 
84 SANDS STREET, BROOKLYN, NEW YORE 


Orthopedic Appliances... .. .............0cccssees----| 3,744 palf........ 
i ee SI ae 








Exuisit G 
SYNOPSIS NO. PA—562, JULY 17, 1952 
Part I. Synopsis of proposed procurements 


The following is a list of proposed procurements issued by the various indicated 
U. 8S. Government procurement offices. This list is compiled and made available 
daily on a free pick-up basis. Prospective bidders may obtain complete bid sets 
by a request to the purchasing office under which the purchase is listed in this 
Synopsis. Be sure to identify completely the bid invitation you wish by includ- 
ing in your request the item description, the invitation number or reference 
number and the opening date. This will save time in filling your request. For 
reasons of economy, specifications are normally not included with the bid invita- 
tions unless the specification is a new one. First time bidders on a particular item 
should request a copy of applicable specifications and drawings at the time the 
request for a bid is made. 

Department of Defense 


It is not necessary to refer solely to the issuing office for additional data on a 
bid invitation issued by any of the following U. 8. Army Ordnance Offices: Ord- 
nance Tank Automotive Center; Detroit Arsenal; Frankford Arsenal; Picatinny 
Arsenal; Raritan Arsenal; Rock Island Arsenal; Springtield Armory ; Watertown 
Arsenal and Watervliet Arsenal. Complete information on any purchase listed 
by any of those offices alone can be obtained from the Ordnance District Office 
nearest you. Its address is on file in your nearest Department of Commerce 
Field Office. Do not ask an Ordnance District Office for information on a pur- 
chase unless it is listed by one of the above-named offices. Ordnance District 
Offices do not have information on any other purchases. 

Invitations for Bids numbers will be followed by the letter “B.” Requests for 
proposals or quotations will be indicated in this column by the letter “Q” or, if 
numbered, the number will be followed by the letter “Q.” 


7 
Description — | py No “opening 








ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
84 SANDS STREET, BROOY LYN, NEW YORK 


Lab. Equipment and Supplies.................. 


Description 





GENERAL SERVICES ADMINISTRATION, 
WASHINGTON, D. Cc. 








Electrical Testing Equipment /4 Items/ 








FIELD OPERATIONS OF THE SMALL DEFENSE PLANTS 
ADMINISTRATION 


MONDAY, AUGUST 26, 1952 


House or REPRESENTATIVES, 
Suscommirree No. 1 or rie Setect CoMMITTEE 
To Conoucr a Srupy AND INVESTIGATION 
or THE Prosptems or SMALL Bustnass, 
Boston, Mass. 


The subcommittee met, pursuant to call, at 10 a. m., in room 118, 
Parker House, Boston, Mass., Hon. Abraham J. Multer, presiding. 

Present: Representative Multer (presiding). 

Also present: Victor P. Dalmas, executive director, and L. V. Mon- 
zel, of the committee staff. 

Present representing Federal agencies: R. M. Stevenson, Office of 
Administrator, SDPA, Washington, D. C.; Albert J. Rosenthal, gen- 
eral counsel, SDPA, Washington, D. C.; Edward J. Stewart, regional 
director, SDPA, Boston, Mass.; Capt. H. A. Ingram, United States 
Navy, supervising inspector of naval material, Boston, Mass., acting 
chairman of the New England Armed Forces Regional Council, and 
Navy member of the Regional Defense Mobilization Committee; Lt. 
Comdr. T. 8S. Garges, United States Navy, industry-cooperation officer, 
Office of the Inspector of Navy Material, Boston, Mass.; Edward A. 
Beaupre, small-business epiclaliet, Boston Ordnance District ; Francis 
W. Lovett, small-business specialist, Springfield Armory, Springfield, 
Mass. ; Julian L. Yesley, Regional Council, OPS, Region 1 (New Eng- 
land); William M. Little, district small-business representative 
(Massachusetts) OPS; Lt. Col. Bernice C. Philipps, Munitions Board, 
Department of Defense, Office of Small Business, Washington, D. C.; 
Lt. R. W. Hodgson, Supply Corps, United States Navy, Boston Naval 
Shipyard, member procurement panel, New England Armed Forces 
Regional Council; Ridley Whitaker, acting deputy counselor for Pro- 
curement Office, Secretary of the Army; Col. A. W. Beeman, Depart- 
ment of Army, Office of Assistant Chief of Staff, G-4; Max Rubin- 
stein, small-business specialist, Bureau of Supplies and Accounts, 
Washington, D. C.; DeForest Anthony, Office of the Quartermaster 
General, Washington, D. C.; Jacob W. Allen, New York Quarter- 
master Procurement Agency; Francis P. Brennan, loan examiner, 
Boston Office, RFC; Walter J. O'Donnell, Director, Office of Small 
Business, RFC, Washington, D. C.; Thomas Connor, Special Assist- 
ant, Director of OPS, Washington, D. C.; Roy H. Booth, Jr., lieu- 
tenant colonel, USAF, New England Air Procurement District. 

Mr. Motrer. This meeting will now come to order. In opening 
this hearing by Subcommittee No. 1 of the House Small Business Com- 


3119 











3120 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


mittee, I would like to say first that we are very happy to be back in the 
city of Boston. As you probably know, the chairman of the House 
Small Business Committee is the Honorable Wright Patman of Texas, 
and the Honorable Charles A. Halleck of Indiana is the ranking 
minority member. They are the only members of the committee who 
are not members of this subcommittee. They therefore have a good 
excuse for not being here. 

I am sure you will excuse the other members of the subcommittee for 
not being here, having in mind that this is an election year. Neverthe- 
less, most of the members do attend all of our hearings. Whether 
present or not, they all review the record of all hearings in executive 
session, as a result of which our recommendations are made to the 
Congress or to the various legislative committees of the Congress. 

We would like to have the record show that Chairman Wright Pat- 
man and Congressman Halleck have been among the strongest ad- 
vocates of the establishment of the Small Defense Plants Administra- 
tion, and they continuously devote much time and energy to the con- 
sideration of legislation and other matters affecting small business, 

Today’s hearing is part of a Nation-wide ae being conducted 
by our committee into the field operations of the Small Defense Plants 
Administration. It is our belief that by bringing to light any current 
weaknesses of the field program we can open the way for beneficial 
changes and thereby provide small business with a stronger advocate 
in Government activities. Similar hearings will be held in all of the 
13 regions in which SDPA operates. 

In that way, we will cover the entire country. 

Hearings have previously been held in the regional centers of Seattle 
and Minneapolis. The results of this comprehensive survey will be 
thoroughly studied and analyzed, and appropriate recommendations 
made for the improvement of operations. 

The establishment of SDPA was necessitated by the repeated de- 
mands from small business that it be represented in Washington by 
an independent agency, an agency having a primary interest in the 
preservation and promotion of small business. Our committee spon- 
sored the amendment to the Defense Production Act to set up this 
agency, and the most convincing evidence submitted in favor of the 
amendment was the record of the field hearings conducted by this 
Subcommittee No. 1 during the previous months in 29 cities, in 23 
States of the United States. 

This record showed conclusively that the problems of small business 
had been magnified beyond reason by the mobilization program. The 
SDPA amendment was adopted by a unanimous vote in the House of 
Representatives and by an overwhelming vote in the Senate. It has 
been in existence since the Ist of November and has progressed to the 
point of setting up offices in 13 regions throughout the Nation. It has 
een the belief of this committee that the agency cannot make its 
greatest contribution to the solution of small-business problems with- 
out this network of field offices providing, as we expect, one-stop assist- 
ance for any small-business man. 

The committee, having sponsored the legislation creating SDPA, 
recognizes its responsibility to keep a close watch and to evaluate the 
worth and effectiveness of the entire SDPA program, of which field 
mas P are, in the opinion of the committee, the most important 
phase. Another equally important objective is to obtain a realistic 
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picture of the actual difficulties facing small-business men at the pres- 
ent time. Here, as in other places where hearings are being held, we 
also welcome the opportunity to hear any small-business man who has 
a problem which needs to be solved or who has observations or sugges- 
tions which will be of assistance to the committee in carrying on its 
activities. 

This is an open public hearing, and all are welcome. We have tried 
to publicize this so all businessmen throughout the area would know 
we are here, so they can tell us their problems if they have any. 

In keeping with our practice, we have invited representatives of 
various Federal agencies who may be of assistance either on individual 
problems which may come up at this hearing or on general problems 
which need to be brought to the attention of the heads of the agencies 
in Washington. At this point I wish to introduce members of the 
committee staff and others who are associated with the subcommittee 
in the conduct of these hearings. 

On my right is our executive director, Mr. Dalmas, on whose shoul- 
ders much of the burden of carrying on the committee’s work falls, 
and who has done an excellent job in facilitating the work of the 
committee and setting up all of these hearings. 

On my left is Mr. Monzel, another member of the committee staff, 
who has also cooperated to the fullest in making this program work. 

I would like to have the representatives of Government, as I go 
around the room from left to right, state their name and agency 
affiliation for the record, so that all will know who is here. 

Mr. Stevenson. I am R. M. Stevenson, Office of the Administrator, 
SDPA, Washington. 

Mr. Rosenruar. Albert J. Rosenthal, General Counsel, Small De- 
fense Plants Administration, Washington, D. C. 

Captain Incram. I am Capt. H. A. Ingram, Supervising Inspector 
of Naval Material, Boston, and acting chairman of the New England 
Armed Forces Regional Council and Navy member of the Regional 
Defense Mobilization Committee. 

Mr. Stewart. Edward J. Stewart, regional director, SDP A, Boston. 

Commander Garces. I am Lt. Comdr. T. S. Garges, industry co- 
es officer, Office of the Inspector of Naval Material, Boston, 

ass. 

Mr. Yestry. Julian L. Yesley, regional counsel, OPS, region 1, New 
England. 

Mr. Larrie. William M. Little, district small business representa- 
tive, Massachusetts, OPS. 

Colonel Puitiers. Lt. Col. Bernice C. Philipps, Munitions Board, 
Department of Defense, Office of Small Business, Washington, D. C. 

Mr. Aten. Jacob W. Allen, New York Quartermaster Procurement 
Agency. 

Lieutenant Hopeson. Lt. R. W. Hodgson, Boston Naval Shipyard 
and member of procurement panel, New England Armed Forces Re- 
gional Council. 

Mr. O’Donnexn. Walter J. O’Donnell, director, Office of Small Busi- 
ness, RFC, Washington, D. C. 

Mr. Rusrnstrern. Max Rubinstein, Small Business Specialist, Bu- 
reau of Supplies and Accounts, Washington, D. C. 

Mr. AnrHony. DeForest Anthony, Office of the Quartermaster Gen- 
eral, Washington, D. C. 
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Mr. Connor. Thomas F. Connor, special assistant, Director of OPS, 
Washington, D. C. 

Colonel Booru. Lt. Col. Roy H. Booth, Jr., United States Air Force, 
New England Air Procurement District. 
BL Brennan. Francis P. Brennan, loan examiner, Boston Office, 

C. 

Mr. Mutter. The first witness will be Edward Stewart, regional 
director of the Small Defense Plants Administration of this region. 
Mr. Stewart, please. 


STATEMENT OF EDWARD J. STEWART, REGIONAL DIRECTOR, 
SMALL DEFENSE PLANTS ADMINISTRATION, BOSTON, MASS. 


Mr. Srewarr. Mr. Chairman and honorable members of the com- 
mittee, my name is Edward J. Stewart, regional director of the Small 
Defense Plants Administration for region I, which embraces the New 
England States. In the preparation of this statement, I have divided 
my report into the following subjects: 

1. The nature of problems confronting small-business men in my 
area, 

2. The program of assistance to small business in region I. 

3. The extent of cooperation with other Government agencies in this 
region. 

4. The function and value of the regional advisory boards. 

5. Suggestions for improving the effectiveness of the program. 

6. The maximum and minimum staff needed in our regional office. 

7. What other cities in this region should, in my opinion, be estab- 
lished as district or branch offices. 

Before proceeding with my remarks, I consider it appropriate that 
I briefly outline the history of this regional office to date and set forth 
in some detail the regional staff members and their responsibilities. 

On February 7, this year, I was sworn in by Telford Taylor, Admin- 
istrator of the Small Defense Plants Administration. The following 
day a temporary office was set up at 40 Broad Street, Boston, with 
Endicott Peabody serving as legal adviser and Mrs. Louise Maskell as 
secretary. 

Mr. Mouvrer. Would you mind filling in at this point your own back- 
ground before coming with the agency, so we will be familiar with 
that? 

Mr. Srewarr. I will be most happy to do so. 

I have been engaged, until I took a leave of absence in February, in 
the manufacture of food-packing machinery and santntig! henalting 
equipment. I have been en eek in that line since 1911. The name 
of my company is the United Metal Seal Co., Dorchester, Mass. 

I have also been president of the Small Business Association of New 
England during World War II for 2 years. 

I came into this administration at the invitation of the Adminis- 
trator. 

Mr. Muurer. As to your own business, did you operate it before 
taking a leave of absence and coming with the administration, and is 
it big business or small business? 

Mr. Stewart. Small business. 

Mr. Murer. About how many people did you employ? 
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Mr. Stewart. About 15. 

Mr. Mutter. Thank you, sir. 

Mr. Srewarr. From the 7th of February until mid-March our office 
operated with the three above-mentioned personnel. In mid-March, 

ward J. O’Rourke was added to our staff as financial specialist in 
the field of loans; and since the first week in May, the following per- 
sonnel were added to our staff: 

1, Kenneth L. Childs, industrial specialist, who assists the regional 
director and is in charge of the highly important facilities program. 

2. Thomas P. Ashton, industrial specialist, who covers the highly 
industralized State of Connecticut on prime and subcontract prob- 
lems. 

3. Leon D. Bellerose, industrial specialist, who is responsible for the 
activities in western Massachusetts and Vermont on prime and sub- 
contract procurement. 

4. Henry L. Miller, industrial specialist, covering New Hampshire, 
Maine and Ordnance Procurement, in the regional office. 

5. Chester L. Macredie, production specialist, who locates and rec- 
ommends small defense plants for Chemical Corps procurement in 
the area and aids small companies to find machine tools and facilities. 

Endicott Peabody resigned from our staff on June 3. 

To keep our records in order and carry on the routine flow of cor- 
respondence, the services of three additional clerks were necessary. 

New England in general is small business. More than 90 percent 
of all business in New England is small business, and this represents 
a higher percentage than any other section of our country. This sup- 
ports about 45 percent of payrolls and 55 percent of those employed 
in New England. Fundamentally it is a manufacturing area largely 
devoted to the fields of electronics, machine tools and allied metal 
fabrications except for agriculture, textiles, shoes, and wearing ap- 
parel. These latter three activities have, during recent months, 
suffered serious distortions for many reasons. 


I, THE NATURE OF PROBLEMS CONFRONTING SMALL-BUSINESS MEN IN 
MY AREA 


Small business is this area is confronted with many problems com- 
mon to all areas, namely, difficulty in securing its fair share of defense 
contracts, for a variety of reasons: 

1. It is unable to compete with big business because of lack of mod- 
ern, high-speed, production tools and facilities and adequate financing. 

2. It is fimited in buying power and must purchase materials and 
supplies on a week-to-week basis from local stockpiles instead of mill 
shipments at lower prices. 

3. It is compelled in many instances to take on subcontracting work 
beyond its ability and facilities to produce with a profit in order to 
keep its wheels moving and its personnel from migrating to others. 

4. Many requests for bids are for quantities much too large for the 
average company to handle; yet it is qualified and should have an 
opportunity to share in procurement with others of equal competency 
to manufacture the items. 

5. The acquisition of new machine tools to replace worn out or 
obsolete units is extremely difficult unless a high priority can be 
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secured from the NPA. This places the small manufacturer very 
frequently in a noncompetitive position. 

6. Government red tape and the complicated forms used for bid 
purposes actually frustrate many small bidders. Fear and lack of 
understanding of Government procedures and requirements prevent 
many qualified bidders from participating. 


II, THE PROGRAM OF ASSISTANCE TO SMALL BUSINESS IN REGION I 


This program to assist small business can be divided into 15 sub- 
jects: 

1. Locating sources of prime contract procurement. 

2. Soliciting prime contractors for subcontract participation. 

3. Aid in locating open capacity of tools and equipment in small 
plants for large prime contractors. 

The foregoing recommendations are only possible if the regional 
office has surveyed and prepared substantial facilities records on all 
phases of Government procurement. 

4. Provide financial assistance through recommendation to the Re- 
construction Finance Corporation and cooperate in the preparation 
of certificates of necessity and competency. 

5. Through joint determination program, be prepared to supply a 
roster of qualified small concerns to be included in bid lists i der 
screening process is concluded and negotiations are to begin. This 
is well underway, and to date we have sent requests for information 
to several New England firms. 

6. Search out, on request, material and equipment needed by small 
concerns to perform defense contracts. 

7. Secure information or make recommendations to Government 
procurement officers on matters of a special nature demanding rapid 
attention, or unusual cases, such as extension of bid-opening date 
or bond a, oo panama or procuring drawings or specifications for a 
propsective bidder. 

8. Through the services of our financial specialist work out with the 
client a cash-flow chart for processing Government defense contracts. 

9. Act in an advisory capacity between the prime and a subcon- 
tractor and/or a Government procurement officer. 

10. Work with Government agencies, service clubs, and other groups 
in encouraging small business to participate in the defense procure- 
ment program. 

11. Aid small business to form production pools and after authoriza- 
tion to lend assistance in locating work for its members. 

12. Upon request, give technical advice in the processing of a con: 
tract within reasonable limits. 

13. In distressed areas declared to have a surplus of manpower, 
inform the small companies within those areas regarding their rights 
and privileges on securing Government contracts. 

14. Cooperate and recommend to the regional defense mobilization 
committee how the Small Defense Plants Administration can bring 
more small business into the procurement program. 

15. Give advice to small companies with respect to problems of 
employment and workers. 
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Ill. THE EXTENT OF COOPERATION WITH OTHER GOVERNMENT AGENCIES 
IN THIS REGION 


We are quite well impressed by the cooperation which we have 
received from the Department of Commerce and NPA, General Serv- 
ices Administration, Department of Labor, RFC, State and city de- 
velopment councils, chambers of commerce, and the armed services 
procurement centers as a whole. However, in the case of some Gov- 
ernment buyers there still remains an attitude of favoritism to large 
companies because it seems to be easier to deal with them. 


IV. THE FUNCTION AND VALUE OF THE REGIONAL ADVISORY BOARD 


The value of the regional advisory board has not so far been used 
to its fullest extent. Your witness believes its function is twofold; 
first, to advise the regional office and the Washington office; and sec- 
ond, to be so selected and located that they may be utilized to the 
greatest degree in bringing our client and his problems closer to the 
regional offic e—to act, in other words, as a field liaison officer and, in 
the case of a particular problem, investigate, aid, and report to the 
regional director on a particular area problem. 


¥. SUGGESTIONS FOR IMPROVING THE EFFECTIVENESS OF THE PROGRAM 


1. I believe serious consideration should be given to the enlarging 
of our field office forces. We are definitely understaffed as compared 
to other Government agencies. Our efficiency and service to small 
business is impaired because of lack of personnel, not only from the 
standpoint of specialists, but also in the matter of clerical assistance. 

2. In the joint determination program, immediate teps should be 
taken to reduce the minimum on screening from $25,000 to at least 
$10,000 where possible, and even lower in some instances. This will 
offer even greater opportunity for small business to participate in 
negotiations. Some of our Government procurement officers have 
already suggested this reduction, and if adopted, a much higher vol- 
ume of defense work would be made available to small companies 
not now permitted to bid. 

3. I urge greater use of a letter of intent by the loan agency so 
that awarding of contracts, when justified, may be cleared more 
quickly. Too many worthy small businesses have run into the famous 
merry-go-round. The procurement office demands the bidder have 
sufficient funds before awarding the contract, and the lending agency 
wants the award made before making a loan. What a vicious circle 

‘an develop unless more cooperation between contracting offices and 
RFC is manifested. 

4. Immediate studies should be made so that more attractive in- 
centives are available to prime contractors in the field of subcontract- 
ing exclusively to small business. During World War II, generous 
incentives were set up and many large primes took advantage of them 
and many more small companies benefited by them. 


86267—52—pt. 419 
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VI. THE MAXIMUM AND MINIMUM STAFF NEEDED IN THIS REGIONAL OFFICE 


Considering the large number of both prime and small manufactur- 
ing plants in New England and the diversification of their products, 
coupled with the volume of defense orders involved, this regional office 
is understaffed. We should not only have more outside as well as 
office specialists in production, finance, and engineering, but there is 
a serious shortage of clerical personnel. We are definitely below 
maximum staff requirements. The estimated maximum total for the 
region should be nearly doubled in order that full efficiency and as- 
sistance can be maintained. At the present, as outlined previously, 
the regional staff consists of two full-time, outside specialists, five 
inside, and four clerks. We are taxed beyond our ability to render all 
of the services requested and still perform our obligations to our 
Washington office. 


VII. OTHER CITIES IN THIS REGION WHICH SHOULD, IN MY OPINION, BE 
ESTABLISHED AS DISTRICT OR BRANCH OFFICES 


While Boston geographically is well centered for the New England 
region from the standpoint of industrial areas, it lies well to the 
eastern border of the area some 200 miles from the New York line and 
definitely presents a handicap to some Connecticut cities. I have 
already recommended that we set up on a trial basis temporary offices 
in the New Haven, Conn., and/or Springfield, Mass., area. I am rea- 
sonably sure that if we presented our problem to boards of trade and 
public-spirited organizations, they would, on a temporary basis, be 
glad to cooperate and permit the use of their offices and facilities. I 
suggest that we take our present field man in each area and arrange 
to have him spend 1 or 2 days per month in the selected location to 
confer with representatives of small companies who seek advice and 
counsel. Later on, if the volume and interest justified the expendi- 
ture, branch offices could be established on a permanent basis. In 
order to further reach out into the more sparsely inhabited areas of 
the region, the same plan could be followed in other States such as 
Vermont, New Hampshire, and Maine. By this means our facilities 
and assistance could Ue brought closer to our clients and thereby lend 
more eflicient service. 

In conclusion, I should like to make an important observation. 

Small Defense Plants Administration has been in existence less 
than a year and most regional offices are only a few months old. Our 
staff did not begin to expand until May of this year. We welcome 
constructive criticism, but in defense of our operation, I am compelled 
to suggest that this Administration has made very healthy progress 
consistent with what we have had to work with, and I sincerely hope 
in these challenging days we shall be given reasonable opportunity 
to justify our existence to small business and all it represents under 
our free-enterprise system. 

Mr. Moutrer. Thank you, Mr. Stewart. 

I notice you indicate that your legal adviser, Mr. Peabody, re- 
signed in June. Is anyone doing his work or are you getting along 
without counsel ¢ 

Mr. Srewarr. Mr. Chairman, there is very little of a legal nature 
coming into our office and it doesn’t warrant the services of a general 
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counsel. Any matters concerning law we refer to our general counsel 
at our Washington office. 

Mr. Mutter. Doesn’t that cause considerable delay ? 

Mr. Stewart. Not generally, with the use of teletype or telephone, 
if necessary, in emergencies. 

Mr. Motrer. Does your office, in checking specifications and offers, 
requests to bid—is your office alert to make sure that in general pro- 
curements—not commissary procurements, but general procurements— 
branded items or patented items are not called for except that they 
also indicate that the bidder may offer the equal of the items specified ? 

Mr. Stewart. Yes; that is correct. 

Mr. Murer. Have you found, to any extent, that that practice was 
not being indulged in by the procurement agencies, to call for the 
“or equal”? 

Mr. Stewart. Only in one case. 

Mr. Mutter. Was that corrected ¢ 

Mr. Stewart. It was. 

Mr. Muurer. Was it corrected in ample time to permit bidders to 
offer to furnish the equal of the item called for ? 

Mr. Stewart. Yes. 

Mr. Mutrer. Tell me why has not your regional advisory board 
been utilized to the fullest extent ? 

Mr. Stewart. I think the main reason is because the advisory board 
up to this point has not been needed for general purposes. In the 
case of special incidents we have utilized an individual. Again, the 
organization has been doing such work for such a short time that we 
have held but two vesienel eliclan board meetings. Furthermore, 
it is quite possible that we will increase the size of the regional advisory 
board and have perhaps one or two substitutions. 

Mr. Mutter. How large is the regional advisory board at the present 
time ¢ 

Mr. Stewart. I believe nine. 

Mr. Mutter. However, you do believe that that board can serve a 
very useful purpose ¢ 

Mr. Srewart. Definitely. 

Mr. Moutrer. I am disturbed, as I am sure the rest of the committee 
will be, by your statement that some Government buyers still have 
the attitude of favoritism toward large companies because it is easier 
to deal with them. I am quoting your language. 

Do you find very much resistance on the part of any of the Gov- 
ernment agencies in this area to cooperating with your program so 
as to get small business into the procurement program to the fullest 
possible extent ? 

Mr. Stewart. Generally speaking, we have had very good coopera- 
tion, as I have indicated. There have been one or two instances where 
it was felt—and we disagreed—that only a large company could per- 
form a certain type of process. 

Mr. Muurrr. Tell me how is this favoritism toward large companies 
indicated? Do the bids call for large quantities of the item sought 
and provide that on an all-or-none basis ¢ 

Mr. Stewart. That is correct. There were many instances where 
the quantities were too large and the procurement officers said there 
was no small concern that could manufacture those items in such 
quantities to meet the specifications on delivery. 
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Mr. Movrer. Have you succeeded in convincing those agencies that 
they should take bids for less than the full amount required, so that 
three or four small-business men can give them the entire quantity 
sought rather than have one company fornish the entire quantity ¢ 

Mr. Stewart. No, sir. 

Mr. Muurer. You have not succeeded in doing that ? 

Mr. Stewart. No, sir, 

Mr. Mouurer. We would like to have a list compiled for us of the in- 
stances with reference to the request to bid, the item, the quantity, the 
representations you made to the specific agency that that should be 
done on the basis of permitting small business to participate and sup- 
ply the entire quantity as between two or more small businesses, rather 
than have one firm fill the whole contract. 

Mr. Stewart. I think I can outline a specific case right now. I 
have in mind—and I think perhaps later in the day there may well 
be another witness who will cover that field and it will be repetitious 
on my part— a case of trucks and trailers, principally trailer bodies, 
in which there are only a few concerns that could manufacture the 
full volume, like Fruehauf, or one or two of those big operators, who 
can handle that big order at one time. Yet that is an item which we 
feel could be split up into perhaps 20 concerns, all participating on 
a smaller scale without detriment to the Government and probably 
without any extra cost to the Government. 

Mr. Motrer. How large a quantity of trailers was called for in that 
request? Do you recall? 

Mr. Stewart. It was a very substantial amount. 

Mr. Mutrer. We would like to have the specifications on it and have 
you tell us what the time schedule was on it. 

Mr. Stewart. I can get that for you. 

Mr. Mowrer. And indicate to us whether or not, when broken down 
into small lots, the time schedule could not have been satisfactorily 
filled. 

In many instances we are told they must give it to one man because 
the time schedule calls for early delivery and they can get it at one 
time from large companies, whereas they cannot get it from small 
companies. Cover that in your statement. 

Mr. Srewart. All right. 

Mr. Murer. I find you repeat a complaint that we got throughout 
the country last year, but we thought we had very satisfactorily 
cleared it up. That is that business of the merry-go-round of the 
lending agency saying you must have a contract and the contracting 
agency saying you must have the money. Have you any specific 
instances of that in mind? 

Mr. Srewarr. We have at the present time one instance which is in 
process. We are not sure just how it is going to come out. That is in 

»rocess. I think perhaps it may be ironed out. It isn’t as serious as 
it Was a year ago. 

Mr. Murer. Have you taken that matter up with RFC? 

Mr. Stewart. Yes. That is in the hands of the local office here. 

Mr. Mutrer. They are cooperating to straighten it out? 

Mr. Srewarr. Yes. 

Mr. Muvrer. Mr. O'Donnell, would you care to make any comment 
on this subject ? 
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I know you have cooperated tremendously with the committee in 
helping clear up this situation throughout the country. 

Mr. O’Donnett. Thank you very much, Mr. Chairman. 

You are fully aware of the fact that we recognize and appreciate the 
situation and the fact that it is a defense problem. I think the tesi- 
mony before the committee over the past year is replete with my 
comments and suggestions, as well as those of the committee and 
others in an effort to solve the problem. I think there is one thing 
that must be borne in mind, and that is the fact that you are dealing 
with Government money and that we cannot just arbitrarily issue a 
letter of intent to someone without making a thorough credit check. 

I believe the RFC has made a sincere effort to overcome this prob- 
lem by delegating to its agency managers authority to make loans in 
the field, which does have the effect of speeding things up considerably. 
If there are any constructive suggestions that anybody offers whereby 
we could further solve the problem, I would certainly be delighted 
to hear them, because I know our Administrator wants to do every- 
thing he can to assist small business concerns whenever possible. 

Mr. Mutrer. I am sure no conscientious businessman, certainly no 
one in Government, wants RFC to make bad loans. But leaving 
aside that question and assuming that the loan will be a good loan, I 
know your agency has indicated to the committee, Mr. O’Donnell, that 
it does not take the position that they must have the contract. You 
will go ahead with your investigation and determine whether the firm 
should get the loan and take the necessary steps to advise the pro- 
curement agency that, if he gets the contract, he will get the loan. 

Mr. O’Donne tt. That is right. 

Mr. Datmas. May I ask a question ? 

Mr. Mutrer. Yes, Mr. Dalmas. 

Mr. Datmas. The procurement officer must satisfy himself that a 
small concern is financially able to handle a given contract. I think 
you will recall that one of the things that the committee tried to do 
was to make it possible for bidders on military requirements, quali- 
fied bidders, to ~— him hand in a letter of intent from somebody 
that if they get the contract that it will be financed up to a certain 
point. 

I do not believe Mr. O'Donnell covered that particular phase, or 
at least he didn’t sharpen it quite as much as we would like to have 
it sharpened. 

Mr. O’Donnewt. Mr. Dalmas, I do not believe there is a great deal 
more we can add on that subject. If a man is seeking Government 
procurement work and comes to the RFC and asks for a credit survey 
and asks for funds, we will be very happy to go into the case. Then, 
prior to the disbursement of the loan, Mf course, one of the conditions 
would be that he has received a contract from the procurement officer. 

I do not know that we can go any further than that. 

Mr. Datmas. Suppose the recommendation of SDPA was involved 
in the matter, that X company is bidding on this particular contract 
and requires financing. They have a good factory. They are fully 
qualified to perform the contract, and SDPA says they are willing 
to issue certification to that effect and recommends to RFC that RFC 
issue a letter of intent up to a certain number of dollars to perform 
this contract if they get it. That would satisfy the procurement officer, 
and he has to have some sort of assurance. 
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Mr. O’Donnett. But that, Mr. Dalmas, asa ie ree the filing 
of an application with us, so it is a statement on the part of someone 
who does not have the nsibility for making the loan that perhaps 
a loan ought to be made in this case. In the last analysis, however, 
the RFC Administrator has to determine whether a loan should be 
made, and that has to be done on a credit basis, which is based on 
information that has been gathered by our agency. 

Mr. Damas. He won’t need the loan if he doesn’t get the contract. 

Mr. O’Donnewt. That istrue. If we make a commitment for a loan 
and the man gets his contract, then the Government is obligated to 
disburse. 

Mr. Datmas. Mr. Chairman, I won’t - pamegra the point at this mo- 
ment, but I think we should pursue it later perhaps to see whether 
there is a gap in this contract, precontract financing, where a man can 
have the assurance when he enters a bid and the procurement officer 
can have the assurance that the contract will be properly financed, 
and that the work will go ahead if the bidder is otherwise qualified. 

Mr. Mutrer. I do not think that RFC can issue the certificate of 
intent until they find they have a bankable loan. When I say bank- 
able loan, I do not mean in the sense that the commercial bank would 
take it, but a bankable loan with all the restrictions and limitations 
that they have placed on RFC, to make sure they are getting a good 
loan that will be repaid. 

I am wondering whether or not we are getting any resistance from 
any of the procurement agencies after RFC says this looks like the 


kind of a loan we can make or SDPA says that this is the kind of a 
loan RFC can make. They have made their preliminary checks and 


told the procurement agency, “You give the contract and we will 
make the loan.” 

Do you then run into resistance by the procurement agency ? 

Mr. Srewart. We haven’t run into anything yet in that respect. It 
is a completed cycle which will bring all phases into the picture, so 
that the small fellow can get his contract and get his money. 

Mr. Mutrer. Mr. Rosenthal, do you want to contribute something 
at this point ? 

Mr. Rosentuat. Yes, sir, if I may. 

I believe the provisions for certificates of competency in section 714 
were supposed to take care of this problem and have done so in many 
instances. 

Where a small concern is low bidder or low proposer and the con- 
tracting officer has doubts as to either its capacity or credit SDPA 
will certify that it is satisfactory in those respects, and the contractin 
officer will accept that determination as conclusive. We haven’t issue 
those certificates broadside, but only in cases where we have been sure 
of ourselves. Of course, we are never completely sure. For example, 
we do not have the last word on whether a loan should be made or not. 
It is up to RFC. 

In some instances no Government financing is necessary at all. In 
every case in which it is needed we assure ourselves as fully as we can 
that it is probable that it will be forthcoming. RFC has been very 
cooperative in that respect, yet that sword is always hanging over our 
heads, that in some case they may feel that they can’t in good conscience 
make the loan, and then we will have trouble with our certificates. 
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Mr. Motrer. Will you and Mr. O’Donnell agree that since the set- 
ting up of SDPA and as a result of cooperation between the two agen- 
cies, small business is getting Government financing today to a greater 
extent than 2 years ago? 

Mr. Rosenruat. I certainly will. 

Mr. O’DonnewL. There is no question about that. With the broad- 
ening of the law on the part of the Congress, we have been in a position 
to do a better job, and the cooperation has been excellent. 

Mr. Rosentruart. The RFC has cooperated with us in every respect. 

Mr. Mutter. Mr. Stewart, you referred to the fact that prime con- 
tractors in this area are not subcontracting to small business to the 
extent that you think they should. I think the situation is that the 
prime contractors are subcontracting to a greater and greater extent. 
At least that seemed to be the trend by the time we completed the tour 
of the country last year. What, if anything, do you think can be done 
so as to get more primes in this region to subcontract to small business ? 

Mr. Srewarr. Your answer there is this: Perhaps we might say 
that when you made your tour a year ago, it occurred before the stretch- 
out. Since the stretch-out has taken place, the prime contractor has 
made some cancellations and also citfed in his program of subcon- 
tract work. 

Mr. Motrer. Do you find in this region that primes are expanding 
their own facilities to any great extent so as to thereby avoid the neces- 
sity of subcontracting ¢ 

Mr. Srewarr. Yes. In some instances very definitely, especially in 
the electronics field. 

Mr. Moturer. Do you know whether or not those primes are getting 
certificates of necessity and any special treatment taxwise or 
otherwise ? 

Mr. Stewart. I do not. I have no way of knowing. 

Mr. Motrer. Your office might make some inquiries into that and 
let us know what the situation is there because it has been the position 
of the committee—and we thought that most primes were going along 
with us—that when there are facilities available by way of subcon- 
tracts to small business to fulfill their needs, they ought not to expand 
their own existing facilities. 

Mr. Stewart. That is true. 

Mr. Mouurer. You refer to the fact that you have recommended 
the setting up of offices or at least representation on a temporary basis 
outside of Boston. Do you have the authority to do that within the 
region or must you get authority from Washington to do that? 

Mr. Stewart. We already have the authority to explore that situa- 
tion, and we are ready to initiate the first step in Connecticut, which 
will be done within the next week or 10 days. 

Mr. Mutter. Have you any way of knowing whether or not small 
business, since the setting up of your regional office, is making less 
or fewer trips to Washington for help and staying right here at home 
and getting the help they were formerly chasing to Washington for? 

Mr. Srewart. We found many small concerns that formerly went 
to Washington that now utilize our facilities instead. 

Mr. Mutter. Mr. Rosenthal, can you tell us whether or not you still 
get a large number of small-business men coming down to Washing- 
ton who should start in the region and you must refer them back to 
the region? 
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Mr, Rosentuau. We do get some, sir, but certainly fewer than we 
used to before the regional offices were set up on their present basis. 
We get a certain number of phone calls. More often the people who 
come in to us in Washington are people who hardly knew or didn’t 
know at all of SDPA saa whe came in to see some other Government 
agency and someone there suggested they drop in to see us. Generally 
the regional office could handle their problem if they knew of its 
existence. 

Mr. Muurer. Mr. Dalmas. 

Mr. Datmas. Mr. Chairman, right on the point you just mentioned, 
we have recently sent out a letter to some 700 witnesses who testified 
before our committee in the field hearings last year, and we received 
probably 60 percent of the replies up to this point. One of the things 
that has disturbed the staff just a little bit is the fact that so many of 
these witnesses had a very vague knowledge of what SDPA was doing. 
I know that they have a pretty good publicity staff and I know they 
have been operating on any kind of a full-time basis for only a short 
time, but certainly we ought to find some way to have every small 
manufacturer and every other small business in the area learn about 
SDPA functions. They got out a very fine little booklet not long 
ago. How well has that been distributed ? 

Mr. Srewart. The response to that has been almost overwhelming. 
Tt is a very valuable leaflet. It contains all of the important func- 
tions, duties, and responsibilities of Washington and the regional 
offices. I do want to point out, while I am on this subject, the fact 
that we have received some publicity in the press, but, as an exampl 
I issued a release at the suggestion of your committee to every loca 


newspaper, radio station in New England, UP, AP, and the Inter- 
national News, and so far as I have been able to learn, your committee’s 
publicity in advance of this hearing was negligible. 

I think that stems perhaps from the fact that we have a publicity 
department in Washington, it is true. We have one in our Washing- 
ton office. In our budget we do not have the facility for a publicit 
man who can exploit and advance the eppertnatian for aid in small 


defense plants in this area. However, we have been holding meetings 
throughout the New England area, from Burlington, Vt., to Portland, 
Maine, to Stamford, Conn., well publicized and well attended by small 
manufacturers, and I have had the pleasure of addressing them. 

Mr. Datmas. How about your chambers of commerce in the various 
cities? Are they interested in the program ? 

Mr. Srewarr. They have been very cooperative wherever we wanted 
aid. When we have a special question or a special problem, we have 
never been refused assistance. 

Mr. Damas. Out in Portland, Oreg., if I may draw a comparison to 
the west coast—and it is no criticism of this area, because I do not 
know what is happening here—the chamber of commerce was so 
anxious to have an SDPA representative in Portland that they do- 
nated office space and for a time clerical assistance. More recently an 
office has been set up, but I think your chambers of commerce, once they 
learn what you can do for them, will probably be more happy to co- 
operate than they might show at the present time. 

Havo you contacted all of them? 
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Mr. Stewart. We have contacted a good many of them, yes, but 
mainly on a special program or a special problem or for a special 
meeting or for special assistance in getting together a meeting. 

Mr. Datmas. How about the governor’s small business committees ¢ 

Mr. Stewart. There aren’ttoomany. There is one in Rhode Island. 
There is a branch of the Industrial and Development Commission of 
the State of Massachusetts which has small business representation. 
They have cooperated in a measure. 

More especially, in Connecticut, we have had excellent cooperation 
with them on the matter of facility lists and lists of concerns that we 
wanted to contact. 

Mr. Dautmas. How is your cooperation with the Armed Services 
Regional Council ? 

Mr. Stewart. Very good. 

I am a member of that, only as an invited guest. Very frankly, as 
I view it, their functions are mainly in cooperation among themselves 
rather than with outside agencies. 

Mr. Damas. I understand you have 12 people in your regional 
office at the present time, if I count right. You are one. Two full- 
time outside specialists. Five inside. Four clerks. That is 12. 

Mr. Stewart. Twelve in all; that is right. 

Mr. Datmas. In your opinion, how many people should you have in 
your office ? 

Mr. Srewarr. I think the potential need for the Boston area, which 
is so highly industrialized—New England—should have a staff of at 
least 20. 

We just cannot get around to all these prime contractors and small 


manufacturers go cere aid and assistance. 


Mr. Datmas. What does the Washington office say about that? 
Have you made that recommendation to them ¢ 

Mr. Srewarr. We have asked for additional personnel, but the 
budget doesn’t permit it, Mr. Dalmas. 

Mr. Darmas. That is what Washington tells you, that the budget 
doesn’t permit it? Is that correct? 

Mr. Srewarr. That is right. 

Mr. Muvrer. If you put these additional members on your staff, 
would you keep them in the Boston office or would you send them out 
into other States and cities that are in your region ? 

Mr. Srewarr. We would have more outside men to contact prime 
contractors in Connecticut, Rhode Island, western Massachusetts and 
eastern Massachusetts. 

Mr. Darmas. Mr. Rosenthal, do you happen to know how many 
people you have in the Washington office at the present time? 

Mr. Rosentuar. Somewhere around 200. I am not sure of the exact 
number at all. 

Mr. Datmwas. You wouldn't know how many of those are engaged 
in housekeeping activities, would you ? 

Mr. Rosentuar. I do not know how many. We can get those 
figures for you. 

Mr. Dacmas. I would like to have them. 

Mr. Rosentuat. Surely. 
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Mr. Murer. Will you give us a breakdown, giving us that, indi- 
cating what each of them do—not specifically as to each person, but 
ach office—and also indicate how many members of your staff are 
doing any work in the field. 

Mr. Rosentuan. Right. 

(See pp. 3279-3282 for report.) 

Mr. Datmas. Mr. Stewart, in item 4 you talked about generous in- 
centives which many large primes took advantage of in World War II 
which benefited the smaller concerns. Just what do you mean by 
incentives ? 

Mr. Srewarr. If my memory serves me correctly, during World 
War II there was an incentive system set up among prime contractors 
to share in a greater measure with small concerns through the incen- 
tive system, up as high, as I recall it, as 15 percent. 

Mr. Datmas, You are talking about price? You are talking about 
a price differential now? 

Mr. Stewart. Yes. We have no such arrangement at the present 
fe 8 The procurement officers must buy from the lowest responsible 

idder. 

Mr. Datmas. Do you think that the situation is such that we should 
have price differentials now ¢ 

Mr. Srewarrt. I do. 

Mr. Datmas. What is the reason for that? 

Mr. Stewart. My feeling is this: This program of defense pro- 
curement is only of a temporary nature and unless we have a large 
participation and broaden the base of small-business participation in 
the program, if we should have an all-out war, ca these small 
concerns are in good condition, we are not going to be able to mobilize 
all of the facilities to make the necessary procurement possible. 

Therefore it seems to me advisable that we should keep liquid, we 
should keep these small concerns healthy for the general economy of 
the country, even though perhaps it costs a little more to do it, because, 
from a long-range program, we are going to perhaps need all of the 
facilities that this country has. 

Mr. Datmas. Have you finished ? 

Mr. Stewart. I just want to make one further observation on this. 
I have in mind a very large Worcester concern that had at that time 
probably 18,000 employees at the close of World War II. Within a 
year or a year and a half after the cessation of hostilities that concern 
ad melted down its employment rolls to four or five thousand. 

It is perfectly obvious that those employees didn’t go to other big 
corporations because their process was the same. refore the 
went into the small concerns throughout the whole area to build small 
business up, which is just waiting to flourish and get back into civilian 
production. 

In order to maintain a good labor market and to keep unemploy- 
ment and, perhaps, even more serious results at a minimum, it was 
necessary to keep these small concerns busy so that they could take up 
the slack, pick up the surplus labor when the peacetime economy came 
in following the war. 

Mr. Davmas. Are you referring to all manufacturing activities or 
do you have in mind specifically some of your Tatsemnet industries in 
this area, such as the shoe industry ? 
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Mr. Stewart. Mr. Dalmas, if we are going to get into the distressed 
areas, that is a subject 

Mr. Datmas. I am talking about the distressed industries, not the 
distressed areas. 

Mr. Stewart. Such as shoes, textiles, wearing apparel ? 

Mr. Datmas. You are not referring to them specifically ? 

Mr. Stewart. No; more in the category of metals, electronics, and 
other manufacturing concerns in the area. 

Mr. Datmas. Part of that proposition is breaking down the quan- 
tities; isn’t it, a division of quantities? If they want a million, divide 
it into four pieces and award it on the basis of 250,000 each. 

Mr. Srewarr. We would like to see that, most certainly. 

Mr. Datmas. When you do that, then your price differential comes 
into play because obviously they can always buy the million for less 
money than they can buy the four pieces. 

Mr. Stewart. Not always. 

Mr. Datmas. I mean most of the time. 

Mr. Srewarr. In many cases you may have a low price of $100,000 
on a million pieces. In other words, you could split that up into 
several lines and still get your low price. You mld have to handle 
each item on a separate basis. 

For example, take shoes. We know of one case where there was a 
set-aside on shoes in a distressed area where they have 150,000 pairs, 
I believe, to purchase, and 100,000 was the yardstick to be used for the 
lowest price, and there was a 50,000 set-aside for a small concern to 
meet the low price, and they did. 

Those cases are not common, but there are some cases of that sort. 

Mr. Datmas. That didn’t require a price differential ? 

Mr. Srewart. That didn’t require a price differential in that case; 

no. 
Mr. Datmas. Up to now, Mr. Chairman, as you know, the military 
has been very much opposed to price differentials, although they have 
the authority both under the law and by Executive order, and I think 
that probably some more consideration should be given to that point. 

Mr. Mutter. I think you are absolutely right. 

Mr. Stewart, do you get any eonddiendls number of complaints from 
industry in this area as to scarce materials ¢ 

Mr. Stewart. We make a weekly analysis of small manufacturers, 
10 in number, in diversified types of manufacture, particularly in the 
matter of steel because of the recent steel strike, and at the present 
time, when we see very little hardship among small manufacturers for 
current use, we frankly admit that probably within 60 to 90 days 
a experience difficulty in getting sufficient stocks of raw ma- 
terial. 

Mr. Datmas. What specific types of raw material ? 

Mr. Stewart. Steel. 

Mr. Datmas. You do not foresee any scarcity of materials in any of 
the other lines ? 

Mr. Stewart. Not any hardship cases. None have come to our at- 
tention. Back last spring we had considerable hardship in the cos- 
tume-jewelry field in Attleboro, North Attleboro, and Providence. 
Greater allocation was allowed them above the break-even point, and 
they are now in anticipation of the Christmas trade and getting 
reasonable balances. 
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Mr. Datmas. Has SDPA been active in that field? 

Mr. Stewart. We attended the hearings in Providence and the sur- 
rounding territory in that matter ; yes. 

Mr. Murer. Do you know whether or not, to any extent, those 
firms in that industry were able to convert and take on defense 
contracts ¢ 

Mr. Srewarr. We haven't heard of any particular cases. Unfor- 
tunately, many of their operations are very high s automatic 
stamping or press equipment, not easily transferred over into the 
effort, according to their own testimony. 

Mr. Datmas. Do you have any concerns that are closing down for 
want of material, or want of defense contracts in this area, in the 
metalworking trades ?¢ 

Mr. Stewart. We haven't heard of any recently that have had to 
close down for lack of materials. Some of them have greatly re- 
duced their personnel because they didn’t get sufficient essential civil- 
ian or defense contracts to maintain payrolls. 

The Small Defense Plants Administration played an important and 
leading role in aiding the jewelry industry in and around Providence, 
R. I. 

This industry was adversely affected, to a serious degree, by material 
shortages. This fact was recognized especially by the late Roger 
Allen, head of the Materials Division of SDPA. 

Mr. Allen promulgated the policy of a set aside quota of “findings” 
on a hardship basis for this industry and successfully championed it 
through the various committees and eschelons of DPA-NPA. 

As a result of the relief brought about through this “hardship-set 
aside,” the jewelry industry was able to achieve a break-even level. 
Additionally, Mr. Allen’s program accounted for stepped-up alloca- 
tions of materials used for designs and mountings. 

SDP A’s aggressive and constructive representation of small busi- 
ness, in this case, rehabilitated an industry, and had a most beneficial 
affect upon a regional economy. 

Mr. Datmas. That is all I have, Mr. Chairman. 

Mr. Mutrer. Have you inquired into whether or not any of those 
companies that are closing down might have been required to close 
down if we were not in an emergency period just because of lack of 
civilian trade? 

Mr. Srewart. I think most of the concerns that are having hard- 
ship conditions are those that have not sufficient war contracts or 
defense contracts to maintain a good balance. 

Mr. Mvurer. What would they do if we weren't in a critical period 
such as we are, and we didn’t have any defense or war contracts? 
What would they be doing? 

Mr. Stewart. They would probably be manufacturing the items 
which they make normally under peacetime production. 

Mr. Muurer. Why can’t they do that today if there is no longer a 
scarcity of materials? 

Mr. Stewart. Evidently it is perhaps a case where there are cer- 
tain items that they manufacture that do require scarce materials, 
not particularly steel. I think in general the difficulty with many of 
these small concerns is that they more or less neglected their peace- 
time production because they felt that they should participate in the 
defense program and have therefore set their sights for that purpose 
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and the work isn’t available to them; so, they are operating in that 
interim period on a greatly reduced basis, hoping that defense work 
will pick up. Otherwise, they will have to return to peacetime 
production. 

Mr. Datmas. One more question, Mr. Chairman. 

Have any of the smaller concerns recently, as an aftermath in the 
increase in the price of steel, aluminum, or copper complained as to 
the effect it would have on their operations if they are not allowed to 
pass those increased costs of materials on through ¢ 

Mr. Stewart. We have a few rare cases where no escalator clause 
was inserted in the procurement contract. 

Mr. Damas. I am talking about the situation in general. The 
price of steel has gone up. OPS has granted the steel industry an 
increase in price. ‘The Economie Stabilizer so decreed, I understand. 
We have had a great many complaints in Washington from small 
concerns that tell us that, if they are not able to pass that increased 
cost through, it is going to have a material effect on their operations. 

I am wondering whether any of those cases have come to your 
attention up here. 

Mr. Stewart. We haven't had any that have come to our attention 
so far. 

Mr. Mutter. Have you heard from any small-business firms that 
they were closing up or contemplating closing up because the Federal 
tax program was too burdensome and didn’t allow them enough return 
to warrant their continuing in business ? 

Mr. Stewart. It has been for a long time a problem of small busi- 


ness to be able to produce sufficient excess profits to be plowed back 
into the business to maintain good competitive Tepe, For a 


long time the Small Business Association of New England has fos- 
tered and has planned for a bill in Congress to initiate a greater al- 
lowanee for excess profits to be plowed back into the business. 

I think that is one reason, very frankly, that small business cannot 
get loans for normal production—not war production but normal pro- 
duetion—because investors feel that the risk is too great because they 
cannot plow back and retain sufficient profits to pay all of the other 
expenses of business. 

Mr. Muurer. What standard do they use in determining what is 
sufficient to plow back into the business ? 

Mr. Stewart. Well, they have suggested as high as $50,000 set 
aside for the purpose. I think they would be most happy to settle 
for $25,000. 

Mr. Mourer. What is the base presently on excess profits? 

Mr. Stewart. I cannot give you that. 

Mr. Mouuer. It is $25,000. 

Mr. Srewarr. Now? 

Mr. Muvrer. Yes. 

Mr. Srewarr. Then it is certainly $50,000 they are after. 

Mr. Muurer. They can plow back $25,000 before they touch the ex- 
cess-profits bracket at all. 

Mr. Srewarr. Then it is $50,000 they are after. 

With the inflation of the dollar, $25,000 is not worth as much as it 
was prior to the present inflationary period. 

Mr. Muvrer. Before we call the next witness who is listed on our 
schedule, I would be very glad to hear from any other representative 
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from any Government agency present who would care to make any 
comment on the statement that Mr. Stewart has made, or who wants 
to contribute anything in general so we can cover the general subject 
first, and then we will call the various representatives of industry 
who are here and hear from them specifically. 

Mr. Beavurre. One thing relative to loans. There has been one case 
that I won't mention, but we had trouble in getting first the RFC to 
accept that application for a loan, and even though we urged them 
to begin the investigation to speed up the final decision they wouldn’t 
do it until we were able to say that we would or would not give a con- 
tract. In this case we had to give them the letter of intent more or 
less before they would start processing. They admitted it would 
take 3 weeks to a month to arrive at their final decision. I think in 
certain specific cases, where we determine they would be given a deal, 
they ought to start investigating before we actually give them the 
letter of intent, because our decision might be biased because of their 
decision to start an investigation. 

Mr. Moutrer. Is there anyone else? 

Mr. Hype. My name is Edwin C. Hyde. I am from Portland, 
Maine. 

Mr. Mutter. Suppose you hold that a minute, because I was going 
to ask you to come hewant as the next witness. 

Mr. Hypr. There was one thing he brought up that I haven't 
thought of in my comments that I want to emphasize... You brought 
up the question of splitting orders. I want to bring to your atten- 
tion a specific case that is an illustration of what happens all the time. 

An order of many hundreds of thousands of ional machine parts 
by the Springfield Arsenal is involved. ‘The procurement officer there 
received the procurement, and on the procurement instructions it 
stated that it had to be placed with one concern. That was what he 
had to do. He had no prerogative to split it. He had to do what he 
was told; buy from one concern. 

We had a very efficient manufacturer who could handle four-fifths 
of the order. He got the procurement details and he called me yester- 
day morning and said he could bid on two-fifths of it for delivery 
within the period required but his equipment was not sufficiently big 
to handle the entire lot. He wanted to know if he couldn’t bid on 
two-fifths of it. 

I called the procurement officer at the Springfield Arsenal, and he 
said that was impossible because the procurement required that it be 
bid by one person. 

Mr. Mutrer. The item was for screws? 

Mr. Hype. Small pieces made on an automatic screw machine. 
This particular man was a very low-overhead producer. I will war- 
rant he could produce those cheaper than anyone else in this area 
unless someone in a similar position as he is would take it. 

He can compete with any large concern because he has practically no 
overhead. He will be unable to bid on that order. e procure- 
ment officer said he should send his bid in and state his position and 
if there were no satisfactory bids received he would attempt to negoti- 
ate with him for the portion he could take of it. 

That should have van split t 


Ip. 
Mr. Mvtrer. I would like to hive you furnish the details with ref- 
erence to that request to bid. 
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Mr. Hype. You mean the number, and so forth? 

Mr. Mutter. Yes. 

Mr. Hype. That is a typical one. There are others of a similar 
character. 

Mr. Murer. If you give us a list of those and give us that one, 
specifically, we will go to work on it at once and, unless there is an 
awfully good reason, it will be split up. The only objective is to get 
the material and, if it can be split up, that should be done. 

Mr. Hype. That is right. 

Mr. Mutter. I know that Colonel Philipps is going to follow 
through on it once we give her enough specifications with respect to 
the situation. 

Mr. Hype. I am making no criticism in connection with it. 

Mr. Murer. Mr. Hyde, you may not want to be critical of it, but 
this committee is very critical of that kind of situation. We are not 
going to let it happen when it is called to our attention unless there 
is a good reason why any one company should furnish a large quan- 
tity. It is not going to be done. The small-business man is going 
to get an opportunity to share in that contract. 

he procurement agencies should cooperate, and up to the present 
time they have been cooperating. There have been rare instances 
where they haven't done it, but when it is called to our attention in 
time, before the award is made, we usually can get the situation cleared 
up so the small-business man can get a chance to get in and get a part 
of the contract. 

Mr. Hype. This man’s machines and workmen are idle. 

Mr. Muwrer. Thank you very much, Mr. Stewart. Mr. Hyde, will 
you come forward, please. 

This is Edwin C. Hyde, director, executive department, Industrial 
Mobilization Division of the State of Maine, Portland, Maine. 


STATEMENT OF E. C. HYDE, DIRECTOR, EXECUTIVE DEPARTMENT, 
INDUSTRIAL MOBILIZATION DIVISION, STATE OF MAINE, PORT- 
LAND, MAINE 


Mr. Hype. Mr. Chairman, I have written out my answer to the spe- 
cific questions that were contained in the telegram, and in the interest 
of brevity and wit, I think it would be best for me to read them. 
About 3 or 4 months ago I went down to Washington to be inter- 
viewed in a similar situation with the Senate Committee on Small 
Business and when I started to testify the chairman asked if I had my 
remarks written, and I said I did. He said that he had better read 
them in the interest of brevity, which he did, to himself, and I was 
never allowed to say a word. By that time I was so mad I didn’t care. 

Mr. Muurer. We will give you ample opportunity to say more 
than just a word. 

All right, Mr. Hyde, I think we are ready for you, sir. 

Mr. Hyor. If I may, I will confine my remarks as written here 
exactly to the five questions propounded in your telegram, Mr. Dalmas. 

Mr. Datmas. Very well, sir. 

A. Question 1: “What are the problems facing small business in 
your area during the present ell of defense mobilization?” 

Answer: I cannot say that Maine industry has been appreciably 
affected, adversely, by the present defense effort. 
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Our largest single industry—paper making—has been enjoying a 
period of excellent business—up until recently when the demand has 
somewhat slackened. The percent of business directly attributable to 
the defense effort is not appreciable. 

The textile industry—second in size—is suffering from the North- 
South cost differential and its problems are too a known to require 
discussion. Efforts to divert Government textile orders to distressed 
northern textile plants have been unsuccessful due to southern con- 
gressional opposition. 

Our smaller diversified industries, including machine shops, have, 
we feel, shared fairiy well in the defense effort—mostly through sub- 
contracts, and those not so employed had no more than normal sales 
difficulty. General business being good, our smaller plants, by and 
large, have been doing pretty well, depending upon their ability and 
aggressive approach. We can report no distress of consequence caused 
directly by madadjustments resulting from the defense effort. 

B. Question 2: “What function has the regional advisory board 
served ?” 

Answer: We have met twice during the life of the New England 
regional office to discuss problems—suggest policies, and assess the 
desirability of proposed projects. The writer feels that—if and when 
the regional office begins more active functioning on concrete matters— 
more frequent meetings might prove desirable. 

C. Question 3: “Have its recommendations been adopted by the 
SDPA?” 

Answer: Policies seem to be rather well fixed at the Washington 
level. I feel that any constructive suggestions we may make are 
given consideration. I particularly feel that our criticism of the 
proposed pian for establishment by the SDPA of a national industrial 
inventory of facilities was partially instrumental in having this pro- 
posal reduced to practical proportions. The writer went to Washing- 
ton to object to the original program. 

D. Question 4: “What has been the value of SDPA operation in 
your area?” 

Answer: I cannot say that we, in Maine, have been conscious of any 
visible benefit derived from the efforts, to date, of the SDPA. 

That office has been struggling with the most difficult and under- 
standable problem of securing genuine cooperation from the armed 
services in their objectives. 

The small-business representatives (not SDPA men) presently at- 
tached to the various procurement offices have been most cooperative 
and helpful in a very practical way and we have secured very tangible 
results through their assistance. 

It is, of course, possible that, even to date, the activities and pro- 
gram of SDPA have been influential in making procurement officers 
give more thought to the interests of small business. It is my opinion 
that the newly formed agreement between the Armed Forces and the 
SDPA as to joint determination of specific procurements which will 
be definitely set aside for small business will be productive of very 
definite benefits to small business. 

As to the relative values proceeding from this agreement—time 
alone will tell. The writer would wish to await results over the next 
few months before expressing any opinion as to whether or not the 
SDPA has justified its existence and its continuance. 
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The writer most heartily approves SDPA objectives and believes 
the staff has conscientiously tackled a very difficult and complex 
problem and that its objectives are highly desirable for the economy 
as a whole. 

E. Question : “How could the program be improved ¢” 

Answer: I believe the agency is, like so many other Federal agen- 
cies, attempting to be “all “things to all men” and could concentrate 
its resources more effectively upon the specific job of actually getting 
orders for small business. 

If SDPA will make a practical proportion of defense contracts 
available for small business, it will have fulfilled its purposes. There 
is no real demand or requirement justifying an effort to supply engi- 
neering guidance, et cetera. 1 believe the American small-business 
man will and can take care of these individual problems if given the 
orders. 

There are suflicient productive resources currently in existence and 
operated by capable and sound businessmen to take care of all the 
business available through the SDPA. 

There may be some exceptions to that. 

There is no justifiable reason for attempting to rescue or succor, at 
the expense of the efficient, those whom natural laws should eliminate. 

SDPA should not permit itself to become a “weeping post” for 
the ineffective small hopeful—but simply a point of contact for those 
able to produce. 

The present program of making loans to those engaged in so-called 
essential civilian production is capable of such unlimited interpreta- 
tion that it should be eliminated entirely. As typical of what would 
certainly appear to be Federal financing of what are simply ordinary 
private business ventures—I refer to a recent SDPA loan to a laundry 
in Columbus, Ohio. Why? Because this laundry washes clothes 
for men engaged in defense work. I'll wager that there are already 
enough other laundries in Columbus to was sh all the dirty clothes in 
Columbus without lending this one plant $82,000 for expansion, which 
they themselves could not, and the a banks would not finance as a 
sound venture. 

Also, I see $150,000 loaned to finance expansion of a factory in Cali- 
fornia making ceramic tile for bathrooms in residential construction, 
et cetera. The present ceramic tile industry is making great efforts 
to find sufficient outlet for its present capacity. 

There may be peculiar justifying circumstances in such cases, but 
the impression grows that most anyone can go to SDPA and borrow 
the taxpayers’ money when no local bank fee Js such a loan justified or 
safe. This does not engender respect for the agency. 

As to certificate of competency, this is a dangerous interference 
with the judgment of the contracting officer, whom it must be assumed 
is most competent to judge his own requirements and who, in the final 
analysis, is held responsible by his superiors for securing efficient 
resources. 

When SDPA assumes the position of overriding his judgment, it as- 
sumes moral responsibility for delivery of satisfactory items on time 
and thus really takes over the purchasing authority, which is, in my 
opinion, entering a field which should be none of its business. 

If the objection of the contracting officer is financial only, that is 
something the SDPA might well clear up, through assuring a loan if 
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the contract is placed, but, when it comes to certifying the technical 
and mana rial know-how, it simply completely overrides the con- 
tracting officer’s primary responsibility. 

To answer specifically the question as to how SDP A’s effectiveness 
could be improved, I repeat and emphasize the opinion that if the 
SDPA will put most of its energy back of its real program of making 
more defense work simply available to small business—which oppor- 
tunity is now wide open since the recent “joint determination” agree- 
ment—its results will be far more gratifying and it will furnish 
the small-business man with all the assistance that he is really inter- 
ested in having. There are, of course, endless arguments available 
in support of wider fields of action, but I believe the above is, obvi- 
ously, the only tangible element upon which SDPA can base any 
later claims to having been worth while. 

That is merely an expression of my opinion, my own opinion, and it 
is subject to a lot of controversial arguments, I am sure. 

Mr. Motrer. Thank you very much, Mr. Hyde. 

Mr. Dalmas, do you have any questions for Mr. Hyde? 

Mr. Datmas. I think Mr. Hyde has made a very forthright state- 
ment here. I want to say for our part that that is the sort of state- 
ment we like. It is somewhat critical. 

Mr. Hyper. You cannot make any comments by being Pollyanna. 

Mr. Damas. That is right. 

Mr. Mutrer. Mr. Rosenthal, I think you wanted to make some com- 
ment about that laundry loan. 

Mr. Rosentuan. Yes, sir. We have never recommended to RFC 
a loan to a laundry that was engaged at the consumer end of it. This 
was a laundry that serviced an industrial plant—not the workers of 
that plant but the plant itself. The laundry laundered and dry- 
cleaned wiping rags. To some extent it also cleaned the aprons and 
other materials that were worn by the employees but were supplied 
by the plant. It wasn’t the kind of thing that was at the consumer 
level at all. 

Mr. Motrer. One of the criticisms Mr. Hyde levels at the loan is 
that there were other laundries in the vicinity that could have taken 
on the increased work that this plant handled. 

Mr. Rosentruav. Apparently this plant had a huge backlog of work. 
Most of the laundries didn’t want that type of operation. It, inter- 
fered with their regular functions. 

Mr. Hype. I can only go by a release which is not very compre- 
hensive. There are undoubtedly extenuating circumstances, but the 
tendency of the public is to question whether or not it is not a wide- 
open proposition, too much so. 

Mr. Mutter. One of the standards that is being applied is to make 
sure that before a loan is made to expand facilities there are no facili- 
ties available in the area to do the job of the expanded facilities. 
Isn’t that so, sir? 

Mr. Rosentrnar. We cannot do the kind of thing DPA does in is- 
suing a certificate of necessity in screening the area. We can go by 
the backlog of orders and similar evidence of that sort. Definite 
knowledge of distress in the same industry among competitors is a red 
light to us not to recommend loans. ; 

Mr. Muurrr. Can you make a comment on the ceramic-tile case 
on the west coast? 
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Mr. Rosenrnan. I am not familiar with that. I do not believe it 
would have been made unless there was some evidence of a backlog of 
orders that impelled taking care of this matter. 

Mr. Murer. The committee would appreciate it if you inquired 
into that and furnished us with a statement. As Mr. Hyde has indi- 
cated, I do know that the ceramic-tile industry as a whole, through- 
out the country, is complaining very bitterly that the domestic trade 
is not taking their full output, and their complaint has been directed 
at the fact that the tariff situation is such that they are getting tile 
brought in from abroad competing with them, as they say, unfairly, 
because they can sell so much cheaper than the domestic industry 
can produce and sell it. While they are complaining that way, it is 
easy to understand why Mr. Hyde says: Why do you make a loan 
to expand facilities for a ceramic-tile plant on the coast ? 

So we would like a report. 

Mr. Rosentuat. We will give you a report. 

Mr. Hyver. I see them every week, and whenever I get them I check 
through them as a matter of interest as a taxpayer. Some of them 
make me see red. Not knowing the circumstances, I may be wrong. 

Here is one in release No. 138. It says that the Polson Lumber Co., 
Polson, Mont., was granted a loan of $35,000 for working capital. The 
firm is a sawmill. We have 600 sawmills in Maine. The loan will 
be used to purchase an inventory of logs sufficient to operate during the 
fall and winter when operations in the woods must be suspended. 
That is true of every sawmill. We have 600 in Maine. 

I bring that up as a point that should be watched very carefully. 

Mr. Rosentuat. Sawmills in Montana do not compete with sawmills 
in Maine. It is probably in an isolated area. I will give the com- 
mittee a report. 

Mr. O’Donne tt. I would like to be permitted to give the committee 
a report on the three loans. True, the RFC made the loans on the 
recommendation of SDPA. The RFC does not make loans except 
where it can be justified from an essential civilian standpoint or a 
defense standpoint. 

I will be glad to give you a report on the three cases. 

Mr. Murer. Thank you. 

(See pp. 3279-3283 for report from SDPA.) 

(The following report was submitted by Reconstruction Finance 
Corporation :) 

RECONSTRUCTION FINANCE CORPORATION, 
Washington 25, D. C., September 4, 1952. 
Mr. Victor P. DALMAS, 


Executive Director, Select Commitice on Small Business, 
129 House Ofice Building, Washington 25, D. C. 


Dear Mr. DAtmas: At the committee hearing in Boston on August 26, 1952, Mr. 
Edwin C. Liyde, director, executive department, Industrial Mobilization Division, 
State of Maine, questioned the propriety of the Government making loans to a 
laundry in Ohio, a lumbering concern in Montana, and a ceramic-tile producer 
on the west coast. I promised the chairman at that time to supply the committee 
with a report setting forth the public interest justifying each of these loans, 
which is as follows: 

General Laundry & Dry Cleaning Co., Inc., Columbus, Ohio: This is an indus- 
trial laundry located in the heart of an intensely active industrial area. Services 
provided consist of laundering, dry cleaning and repairing of industrial uniforms, 
coveralls, safety shop aprons, asbestos safety gloves, welders’ protective aprons, 
buffing pads, helmets, and similar garments required by many State safety codes 
which place upon the employer the responsibility for insuring that employees 
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are safely garbed for the jobs they perform. Borrower is one of only two con- 
cerns offering this service in the central Ohio area, where industry is expanding 
due to defense mobilization; the other concern not only does not provide dry 
cleaning services, but has reached its production limits. The service rendered 
is not commonly available from the usual type of laundry and dry cleaning 
establishment since they are equipped with neither the specialized machinery nor 
trained skilled personnel necessary for this type of service. 

A secondary service offered by the borrower consists of laundering wiping 
waste and cloths. Large organizations such as railroads and airlines find it 
profitable to salvage soiled wiping waste and cloths by doing their own cleaning, 
but smaller businesses cannot salvage these items unless afforded the facilities 
offered by a “specialist’’ such as the borrower. In this respect mot only is con- 
servation of such items effected but the service rendered is of a deflationary 
nature. 

Finally, this loan was authorized under section 714 of the Defense Production 
Act in accordance with the recommendation of Small Defense Plants Admin- 
istration. 

Polson Lumber Co., Polson, Mont.: Borrower operates a complete mill for 
sawing logs and drying, planing and storing lumber. This is the only mill readily 
available to process logs originating on lands under the jurisdiction of the United 
States Indian Service. Indian Service requires payment in advance for all 
stumpage. Applicant was able to operate only about 6 months in 1951, since 
imposition of price controls resulted in timber being withdrawn from the market 
until stumpage prices were determined; accordingly, business funds were 
depleted from reduced operations and financing was not otherwise available. 

In essence, RFC funds will finance the profitable disposition of assets owned 
by another Government Agency, resulting in the production of lumber which is 
essential for both civilian and defense requirements. Bulk of sales is through 
brokers at United States Government auctions. 

The Security State Bank, Polson, Mont., is participating with RFC in this loan. 

Although Small Defense Plants Administration recommended that the loan 
be approved under section 714 of the Defense Production Act, it was found that 
the application met all the statutory and policy requirements for a section 4 (a) 
loan under the RFC Act and it was so authorized. 

Pacific Tile & Porcelain Co., Paramount, Calif.: Borrower is a manufacturer of 
glazed ceramic tile which is essential for home, office, and institutional con- 
struction. Recent easing of restrictions on home mortgage credit encourages an 
increase in volume of home construction. Borrower has developed a process by 
means of which it is commercially producing tile at a cost appreciably less than 
by the process formerly employed; a deflationary effect is indicated. 

Although Small Defense Plants Administration recommended that the appli- 
cation be approved under section 714 of the Defense Production Act, it was 
found that all statutory and policy requirements were complied with for a 
section 4 (a) loan under the RFC Act and it was so authorized. 

The Hollywood State Bank, Hollywood, Calif., is participating 50 percent in 
this loan. 

There is no question in my mind but that the making of these loans was 
appropriate and fully justified in the circumstances, recognizing, of course, that 
credit was not otherwise available. If there is any further information desired, 


please advise me. 


Sincerely, 
WALTER J. O'DONNELL, 


Director, Office of Small Business. 


Mr. Hyver. I bring those up as worth looking into. 

Mr. Mutter. What you said, Mr. Hyde, suggests the necessity of 
these press releases of successful activities on the part of the Govern- 
ment agencies being a little fuller in their explanation. It is not 
enough to say that we succeeded in getting a loan for John Jones, but 
you better tell the general public who he is and why he needed the loan 
and why the Government had to give it to him when the private banks 

t 


wouldn't give it to him. 
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Mr. O’Donnewr. I would like to comment on that. The RFC gives 
a rather complete report, and our records are open to any newspaper- 
man and others who may want to get more complete details on the case. 

When you give the newspaper the entire story, it prints what it wants 
to print anyway. 

Mr. Mvurer. My criticism of the press release was not directed 
against RFC this time. If it was critical, it was critical of SDPA in 
their desire to let the world know what they are doing because they 
have overlooked giving enough of the details, because it gives the 
wrong impression. 

We cannot find fault with Mr. Hyde for picking out these things 
because on my own desk, if not the identical ones, there are similar 
ones with a question mark in my mind as to why it was done. 

Of course, the lumbering industry is a tremendous industry through- 
out the country ; yet it varies from one State to another. You may run 
across a certain set of facts in one State that requires Government inter- 
vention but doesn’t require it somewhere else. Yet the fellow next 
door says: “Why don’t I get it, too?” 

So, we cannot be critical of Mr. Hyde for calling these things to our 
attention. 

In asking for the report, we are not being critical or trying to 
prejudge any of these matters. 

Mr. Datmas. For the record, I would like to have Mr. Hyde ex- 
plain a little more fully about the inventory of facilities and what 
his specific objection is, whether his objection has been removed or not. 

Mr. Hype. The SDPA had a plan in Washington, and I think there 
was some item in the law setting that up. It called for the develop- 
ment of a centralized over-all national inventory of the facilities 
of all plants in the country. That would have been such a Herculean 
task that it would have been almost physically impossible and its 
value would have been nil because of the constant shift in the position 
of the machines; and maintaining that inventory on an up-to-date, 
worth-while basis would have been an absolutely imponderable 
problem. 

I went down to Washington and there were a couple of fellows who 
came there from the different States, a fellow from Kentucky, and I 
think we did talk them out of it. So, they now do not propose to 
attempt anything such as that on a national basis, but I know Mr. 
Stewart is trying to get at least some sort of idea of the facilities 
that are available in the area that he operates in, so he will know where 
to put his finger on something when it is required. 

Practically all of the individual States, at least the better industrial- 
ized States, have their own industrial facilities record in charge of 
some industrial mobilization committee or some industrial develop- 
ment commission or some such agency. 

I know Rhode Island does. I know Connecticut does. I know 
we have it in Maine. 

If facilities of any character are required which are not readily 
available, the Armed Forces or the SDPA or anybody else interested 
in locating them would have no difficulty in finding out where they 
were if they were going to make inquiry. 

Mr. Daumas. Mr. Hyde, the Association of State Planning and 
Develonment Officials, of which you are a member, I am sure—— 

Mr. Hype. That. is right. 
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Mr. Dauaas (continuing). Were responsible to some extent for that 
particular amendment. 

Mr. Hype. That is right. ; 

Mr. Datmas. The committee met with your legislative committee, 
headed by Mr. Sidney Edwards of Connecticut, I believe. He is the 
head of your legislative committee of the Association of State Plan- 
ning and Development Officials. 

Mr. Multer, the chairman of this hearing, was present at that meet- 
ing. This provision was written right on the spot. I am reading from 
section 714 of Public Law 96: 

In making any such inventory the appropriate agencies in the several States 
shall be requested to furnish an inventory of the productive facilities of small- 
business concerns in each respective State if such an inventory is available or in 
prospect. 

Mr. Hyde, that was the provision which resulted from our discus- 
sions with your association. That called for a measure of cooperation 
with the States and placed SDPA in the position of being the coordi- 
nating agency for that effort. I do not believe it was intended that 
they undertake the entire job themselves. 

When the States had the information all prepared, as they had in a 
great many States, that was it. 

Mr. Hype. You should have seen the program that they had ready to 
shoot. It was very intensely studied and intelligently prepared, ex- 
cept it was an im ible proposition. 

{r. Damas. It is impossible to keep it current. 

Mr. Hype. They had special forms they wanted the manufacturers 
to make out inventories on, standardi forms, or else these State 
commissions were supposed to transpose their information on these 
standard forms so they could tabulate them on an IBM machine. It 
was an impossible program. 

Mr. Datmas. I have seen a number of the State inventories, and I 
thought they were very complete and sufficient so far as spotting the 
concerns that could do a particular type of work was concerned, with- 
— going into detail as to what type and quantity of machines they 

ad. 

Mr. Hype. That is right. They wanted it all in Washington so 
they could put it on an IBM machine and take it off instantly. 

Mr. Datmas. Are you satisfied that the program is on the right 
track now ¢ 

Mr. Hype. I think it is all right now; yes, sir. 

Mr. Mutrer. It gave members of the committee considerable pause, 
too. Iam glad you think it is going to work out satisfactorily. 

Thank you, Mr. Hyde. 

Does any representative of the Government care to comment on Mr. 
Hyde’s statement ? 

Colonel Philipps? 

Colonel Putiirrs. I was wondering if Mr. Hyde would give us the 
information to check on that particular case of the screw-machine 
items that you wanted to check. 

Mr. Murer. Mr. Hyde, if you give Colonel Philipps the details— 
if you do not have them here, you may get them to her. 

{r. Hype. I will get them when I get back to Portland. 

Colonel Putxiers. I will tell: you where to send them. 
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Mr. Mutrer. I know she will follow through and get a report to us, 
and I am certain we will get the thing straightened out. 

Mr. Hype. The procurement officer was most cooperative and would 
have been glad to do what we suggested, but he couldn't. 

Mr. Muurer. We have cured many of those situations because the 
procurement officer has been working under someone on top in Wash- 
ington and he won’t complain. He will follow those instructions. 
But we will break through that chain of command and go to the top 
one responsible and say that must not be done, so the other fellows can 
bid on it. 

Mr. Hype. The Small Defense Plants Administration has that 
authority, and they can break it down. 

Mr. Muurer. Mr. Robert J. Reilly. 

Mr. Reilly, will you come forward, sir? 

This is Robert J. Reilly, general manager of the Evans Case Co., 
North Attleboro, Mass. 

Do you have a prepared statement, Mr. Reilly. 

Mr. Remy. I have just a statement, not referring to the questions 
in the telegram, and I do not have 25 copies of it because of the time 
element. 

Mr. Muurer. Let’s have whatever spare copies you have. We will 
distribute them as far as they will go. 

Mr. Daumas. Before we ask for witnesses, Mr. Chairman 

Mr. Murer. Yes, Mr. Dalmas? 

Mr. Datmas. Mr. Stewart, will you indicate whether all of these 
witnesses on the list are members of your regional advisory board? 

Mr. Srewarr. All but three are members of my regional advisory 
board. 

Mr. Datmas. Which three are they? 

Mr. Stewart. Mr. Spang, of the Needham Manufacturing Co. ; Mr. 
Noonan, as roomy“ the Hobbs Manufacturing Co., and executive 
secretary of the Small Business Association of New England; and 
Mr. Russell Maintain, of the Maintain Products, Inc. 

Mr. Muurer. They are not members of the regional] board? 

Mr. Stewart. No, sir. 

Mr. Datmas. Your vice chairman? 

Mr. Stewart. Mr. Bach is here. 

Mr. Muurer. Before Mr. Reilly proceeds, I would like to make this 
point for the committee. I hope no one will leave here with the idea 
that these various Government agencies that are represented here are 
on opposite sides of the fence or competing with one another or that 
this committee is taking a position against any of the agencies. What 
we are trying to do, and I think what all the agencies have been doing, 
is trying to cooperate together to get the ultimate good as expedi- 
tiously as ible with the greatest benefit to the greatest number, 
and at the least expense to the Government, which means to the tax- 
ayer. 

7 This committee has never conducted any of its hearings with the 
idea of trying to find fault or pillory somebody or look for a headline. 
We are trying to do a constructive job of finding out how best we can 
help the taxpayer to help himself. I am sure that every Government 
agency is cooperating on that score, and we are all working together 
with one view in mind. 

Now, if you will, Mr. Reilly, you may proceed. 
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STATEMENT OF ROBERT J. REILLY, GENERAL MANAGER, EVANS 
CASE CO., NORTH ATTLEBORO, MASS., MEMBER, REGIONAL 
ADVISORY BOARD, SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. Remy. I would like to make one statement before I begin to 
read this letter I have here. 

I am speaking as a small defense plant in the over-all picture in our 
particular area, and I have no particular cases to bring here or present 
to the committee as far as affecting our particular factory. 

This letter is in a general way the situation of the Evans Case Co., 
for which I work, and the area where it is located. 

I will go on and read it now. 

As a member of the First Regional Advisory Board of the Sma!l 
Defense Plants Administration in the southeastern Massachusetts 
district, I would like to make the following comments concerning 
sinall business. 

The main problem found in our own factory and in the various 
factories throughout this area is the lack of defense orders. This is 
not a problem only of small business, but of all other businesses in 
the country. The over-all expenditure of the Government on defense 
work is being put to use in the larger completed units such as_air- 
crafts, sailing vessels, tanks, atomic weapons, et cetera, which bring 
these Government orders completely out of the reach of the small- 
business man on a direct contract basis. 

I feel that there is a definite need for a Small Defense Plants Ad- 
ministration and feel that this Administration should operate in 
the same basic manner as it is presently doing. I also firmly believe 
that the Federal Government should place more forcible rules and 
regulations for this Administration. ‘They should pass rules that 
have teeth in them so that the Small Defense Plants Administration 
ean more forcibly place needed contracts that are available in the 
small defense plants throughout the country. 

Small business has been the greatest single factor in the present 
economy of the United States. The Federal Government should do 
all within its power to see that small business has an equal opportunity 
to secure defense work in order to supplement its regular civilian 
products so that the small-business man is kept alive. 

The national advisory boards which have been set up throughout 
the country and which are made up of small-business men who advise 
and recommend the various needs of small business in their particular 
area cost the Government very little. I believe larger advisory 
boards should be established in each of these areas. These should 
be made up of businessmen who are interested in our own particular 
industries and in their surrounding communities. The pavine that 
these men could give would help tremendously in guiding the Ad- 
ministration in aiding the small defense plants without hurting the 
economy of our country. 

We are not looking for hand-outs. We are only looking for our 
fair share of defense contracts which the small-business man is also 
helping to pay for. 

That is still in a general sense, and I have no particular cases to 
bring in except our experience in bidding on direct contracts through 
our own factory and the particular businessmen to whom I spoke, in 
our area. It is mostly stressing the fact that our particular company 
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is not interested in loans, nor are the industries around our area inter- 
ested in loans at the present time, but the contracts are needed in 
order to keep their factories and personnel busy. 

Mr. Muurer. What does your company make ? 

Mr. Rewzy. We are manufacturers of an automatic lighter, com- 
pacts, handbags. 

Mr. Murer. What could you make for the Government ? 

Mr. Remy. Any sheet metal fabricated work—screw machine prod- 
ucts. We have a battery of 35 screw machine products. We sent 
our brochure to every one of the Government agencies. We have 
made continual calls to the Boston Ordnance Section and we are con- 
stantly on the lookout for defense work. We have constantly bid on 
defense work. 

Mr. Muurer. You have received no defense orders / 

Mr. Retiy. No. In fact, over a year’s span, ending last March, I 
think we bid in over $3 million worth of direct contracts and received 
out of that only $49,000 in contracts, and that was from the Quarter- 
master in Philadelphia. That was on insignias—very highly com- 
petitive as far as our area was concerned. 

Subeontracts constitute a different story. We are getting jobs for 
subcontract work and doing, we think, a good job on it and for a 
reasonable price. We are bidding on every one of them, and we are 
getting them at the low bid as subcontractors, but not as direct con- 
tractors. We do not come close. 

Mr. Moutrer. Is your plant operating at capacity ? 

Mr. Remy. No. It is about three-quarters right now, but we 
have a new civilian line that is building up gradually—a civilian line 
that is taking up the lag in the factory. 

Mr. Murer. Mr. Dalmas? 

Mr. Dacmas. Mr. Reilly, in your capacity as a member of the re 
gional advisory board—there is nothing personal in this question; we 
are just trying to find out how the regional advisory boards are 
functioning—what has been your concept of how far you should go 
in making recommendations to Mr. Stewart and to the national office, 
and soon? Would you care to expand a little bit on that ¢ 

Mr. Remy. You mean myself? 

Mr. Datmas. As a member of the board. 

Mr. Retixy. In regard to that, I can only say that in our own in- 
dustry I can advise them of the troubles we are having and if I know 
of any particular recommendations that I know will help us in our 
particular factory on the orders we are bidding, I can tell them about 
that. 

Mr. Datmas. In your area do you observe conditions as you go along 
and advise Mr. Stewart about them / 

Mr. Remy. No; not in a general sense right now. We haven't, 
because we have more or less been working on our regular line to 
supplement work since I have been on this committee. We have more 
or less given up hope of getting a direct contract or bidding on it. We 
would like to do so. We are concentrating more on subcontract work 
now and our regular line. 

Mr. Daumas. If the whole regional advisory board worked as a 
team with the regional director, some of your personal problems, as 
well as the problems of a good many other small manufacturers, 
would find a quicker solution, don’t you believe ¢ 
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Mr. Remy. At the two meetings we had of the advisory committee 
I gave Mr. Stewart a rough summary of what the situation is as far 
as we are concerned. 

Mr. Daumas. How often do you think the advisory committee ought 
to meet ? 

Mr. Retry. I should say at least once a month, depeading upon the 
urgency of the meetings and the work Mr. Stewart is able to do. 

e is very much overworked now, as far as I can see. He has 
taken on full time the administration of cases he has on hand. He 
is working more or less on individual cases on loans, and things like 
that, on the particular small businesses that contact him, rather than 
the over-all. 

Mr. Datmas. One of the advisory boards in one of the regions at 
one of its meetings selected a few of their number and formed what 
was in the nature of an executive committee to work more closely with 
the regional director between meetings. Those men so selected hap- 
pened to be within almost walking distance of the regional office. 

Do you think such a small committee, which would be empowered 
to work very closely with Mr. Stewart and report to the whole com- 
mittee, would be helpful? 

Mr. Remy. I beheve it would; yes sir. I believe most of the ad- 
ministration in other departments do work that way. Where we 
have a smaller committee during emergencies to handle the cases dur- 
ing the time the committee doesn’t meet, that is a very satisfactory 
arrangement. 

Mr. Daumas. And to keep the larger committee informed as to 
what is going on? 

Mr. Remy. Yes. 

Mr. Datmas. Do you feel you are a part of the Small Defense 
Plants Administration and its effort? 

Mr. Reunxy. Yes. 

Mr. Datmas. Does Washington, as well as the regional office, extend 
that cordial hand to you and make you feel that you are one of the 
family and you are not just window dressing, so to speak ? 

Mr. Reu.y. You mean by that Mr. Stewart? 

Mr. Damas. I mean Mr. Stewart and the Washington office—the 
Administrator and the deputies and others. 

Mr. Remy. Yes. 

Mr. Mutrer. You do not have direct contact with the Washington 
office. Your contact is with the regional office. 

Mr. Remy. No. Our contact is with Mr. Stewart. 

Mr. Monzev. Have any specific recommendations been made to the 
Washington office through Mr. Stewart as a result of observations of 
the regional board ? 

Mr. Remiiy. You mean my recommendations? 

Mr. Monzeu. Not yourself, specifically, but the recommendations 
of the board. 

Mr. Remy. We have had two meetings, and we have discussed 
various problems in the area. I believe those are on record. I believe 
Mr. Stewart has those. 

Mr. Monzet. What problems, specifically ? 

Mr. Remy. The problems mostly which Mr. Hyde and I have dis- 
cussed today, as far as orders and loans are concerned on small business. 
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We have brought the opinion to Mr. Stewart, and it has been taken 
before his superiors in Washington. 
Mr. Monzex. Has any concrete action been taken by the Washing- 


ton og: le? 

Mr. Remy. None that I know of. It is a case of recommendations 
being made, not being specific, but an over-all picture of it. Recom- 
mendations were taken and they are being considered. There is a 
time element involved. I do not believe the Government has the orders 
to pass around to small business. 

Mr. Muxrer. What about these orders that you have been getting 
as subcontractor? Are they items on which you could have taken 
the ge contract or are they parts of a prime contract ? 

_ Mr. Remy. They are all parts to a prime contract. None of them 
is a separate prime contract. 

As I said, we have 35 screw machines, all single-screw, 00 machines. 
We are bidding on those every day and coming within range of the 
low bidder on the prime contractors’ bidding, but on the same business, 
the light pieces, we are falling way off. We are sometimes as much 
as double on the price. Why, I do not know. That has been true in 
several instances. This is just single-screw machine parts. 

Mr. Mutrer. The parts you were making on your subcontract or- 
ders were parts of a larger order? They are pieces that went into 
the prime contract ? 

Mr. Reiy. That is right. Mostly electronic equipment. 

Mr. Mutter. But you say there have been other prime contracts that 
you could have taken on, and completed in your own plant without 
subcontracting or going to one of these primes to supply you with 
parts. You could have done the whole job yourself, but you didn’t 
get the contract ? 

Mr. Remy. That isright. I mean it is because of price. 

Mr. Mutter. What is the price differential due to? What would 
you say was the main reason for the price differential, if you know? 

Mr. Remy. I cannot find that out. In some cases it was extremely 
low, and we couldn’t come out. We bid on one bid that we thought 
was reasonable. We bid on a particular piece. I cannot remember 
exactly what it was right now. It was through the Ordnance Depart- 
ment. We bid 72 cents apiece. The bid went for 33 cents. 

Mr. Mutrer. Was the prime contractor who got the bid for 33 cents 
in this area ? 

Mr. Remy. I do not know. That is information we cannot get 
hold of. 

Mr. Mouurrr. That information is public once the contract is 
awarded. It is publicized as to who got the contract. You may not 
get details of secret and classified information in the specifications 
but the name and address of the firm to whom the contract was 
awarded is publicized as well as the amount of the contract. 

Mr. Remuy. Where is it published? 

Mr. Mutter. The Department of Commerce here issues those re- 
leases almost daily. 

Mr. Remy. But the bid is 2 to 3 months late. We have never been 
able to find out who got a contract and for how much so we could find 
out how far off we were. These are all negotiated contracts through 


Boston Ordnance. 
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Mr. Motrer. I think your Department of Commerce here is falling 
down because that is part of the job they have undertaken. 

Mr. Remy. Maybe we cannot tie in that particular order with the 
order we had. 

Mr. Noonan. He is talking about negotiated contracts. 

Mr. Reusy. Negotiated contracts. 

Mr. Murer. When the contract is finally negotiated, it is awarded. 
Once it is awarded isn’t that publicized ¢ 

Colonel Putirrs. Those contracts are published as soon as they 
are awarded, whether negotiated or advertised—the quantity, the 
dollar value and the name of the company that received the contract, 
and a description of the item. 

Mr. Remy. It may have a very long title as far as the bid is con- 
cerned and it ends up on the Department of Commerce list as a stud, 
or something to that effect. 

Colonel Putirrs. The request for proposal number doesn’t at the 
present time show in the list of contract awards. We are working 
on having those awards tie back to the original RFP or IFB num- 
bers. That is published every day in the same publication that the 
invitation for bids are published in. I am sure the Department of 
Commerce and the auaber of commerce—— 

Mr. Rettiy. Would we be able to tie them in with our bid? 

Mr. Mutrer. Once the contract is awarded, can’t anybody call up 
and find out to whom that contract has been awarded ¢ 

Colonel Putters. Yes. 

Mr. Noonan. They do that very well here. There are two banks 
in almost every town in New England which will give him that. 

Mr. Remy. Can you get that information from the Boston Ord- 
nance? 

Mr. Muvrer. Boston Ordnance is the procurement office. 

Mr. Beavrre. I am the small business specialist for Boston Ord- 
nance, and in many respects I am in conflict with the procuring officer 
because I try to help small business. If you call our office you can 
find out who got the contract and how much that has gone for. That 
has been available for years. If you cannet get it from the men in 
the office, I will get it for you. 

There are a couple of other statements I would like to comment on. 
This record might give some erroneous impressions here. 

I remember 6 or 7 months ago some Congressman—I have forgotten 
who it was—asked us to investigate why the Evans Case wasn’t get- 
ting any business. I was involved. We compiled a record of some 
20 items that you had bid on, and on those 20 items you were high 
bidder by as much as two and three times as much as the low bidder. 

Mr. Mutter. Was he competing with people in the same area? 

Mr. Beaupre. These were IFB’s throughout the country. 

Mr. Murer. Was his price high because of high labor or other 
conditions in this area, because he couldn’t compete with the South or 
West, or was he also high in competing with people in the same region ? 

Mr. Beaupre. If he were high because of unreasonable labor condi- 
tions elsewhere as compared with his, then I would get on his team 
and fight with him. 

He is in an industry that is in general in the Attleboro-Providence 
area, and there isn’t enough work for that industry. In many of these 
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bids they were bids from the same area and all of them were lower 
than his. 

Mr. Remy. Was that information sent to Evans Case ? 

Mr. Beaupre. No. It was asked for by a Congressman and a 
report was furnished to him. 

Mr. Mutrer. It would look as though you have to start cutting costs 
somewhere. 

Captain Ineram. I think I can make a comment. 

Just in the last week we have had an inquiry from the Aviation 
Supply Office in Philadelphia to find some concerns in New England 
that can take an average of $70,000 a month on high-precision aircraft 
parts which require screw-machine work. We made the best investi- 
gation we could through all the sources. We were told there were only 
three companies in New England that could handle that work, and 
they were filled. 

The military is buying a relatively small proportion of its total 
funds in the low- and medium-quality materials. It is spending most 
of its money in the high-quality materials which very few of these 
small businesses are in a position to handle because of the lack of 
refinement of the machinery they use. It is an unfortunate situation. 

The only solution is to get that quality machinery. I think that is 
a case in point that ought to be mentioned. 

Mr..Muurrr. Was the Evans Case Co. one of the companies that 
you screened to determine whether they could do the precision work ? 

Captain Ineram. I cannot say. I have them here—— 

Mr. Muurer. Can you do that work? 

Captain INcram. It requires one ten-thousandth of an inch toler- 
ance, 

Mr. Hype. Maine is a comparatively. marginal producer of indus- 
trial materials, but we have done pretty well up there. My office has 
brought into Maine in 16 months—I just completed the record—$70 
million worth of subcontracts, which was rather phenomenal, consid- 
ering our limited industrial capacity. But 1 was merely verifying 
his remark in saying that a great majority of the items that are needed 
by the Armed Forces today are a great deal different than the last 
war, Which I was mixed up in as War Production manager of Maine. 
They are requiring greater degrees of precision. Their items are much 
more complicated. They are getting into so much electronics and 
radar, ed so on, and the requirements of tolerances, and so on are 
very stringent. The materiale themselves usually are of very hard 
alloys, and so on. 

About half or two-thirds of the orders which my office has found 
available for placement in Maine if we could make them, we weren't 
able to make. 

That is the position you find. The fellows just cannot make the 
stuff. That is why these larger concerns have had to increase their 
own facilities because the small fellows haven’t the high-grade ma- 
chines to meet the requirements. It is a tough proposition. 

Mr. Murer. Maybe Captain Ingram can give us a few more details 
of that work so, if there are any ether businessmen here, maybe they 
can dig up some more companies who would be interested in that work. 

Captain Ineram. Can I refer that question to Lieutenant Com- 
mander Garges ? 

Mr. Mutrer. Certainly. 
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Lieutenant Commander Garces. Anybody who is interested in that 
specific bid, there is a potential roughly in the neighborhood of about 
70,000 monthly of certain type studs and bolts, one ten-thousands of 
an inch in tolerance, mirror finish. It is for the jet-engine program. 
You do not stamp those out. That isa micro finish. 

Mr. ——— Vhat procurement office is looking for this, Lieu- 
tenant 

Lieutenant Commander Garces. Aviation Supply Office, under the 
Navy in Philadelphia. Commander A. L. Rien 1s in charge of that. 
Get in touch with me at 120 Tremont Street. I am in the Inspector 
of Naval Materials Office. 

Mr. Muurer. I hope, in respect to that, this meeting will produce 
prospective customers. 

Mr. Bravurre. Suppose the SDPA issues a certificate of competency 
as to credit and so on, does that preclude the contracting officer from 
questioning that certificate? In other words, can he make his own 
engineering survey to determine that the outfit, in his opinion, cannot 

roduce ? 
, I know they can do that and recommend to SDPA what their own 
findings are. 

Having done that, if the SDPA then receives that information from 
the contracting officer and still persists in their stand, what then can 
the contracting officer or the procuring agency do? 

Is there any recourse if they do not feel in their own judgment that 
the man can produce as he said he would? 

Mr. Mctrer. Possibly this committee would have to become the 
arbiter. We would rather not. 

Mr. Hype. The law says they have to accept their findings. 

Mr. Rosenrnar. Our findings are conclusive. However, we have 
an open mind, and we are willing to receive additional information 
and reexamine our judgments. On the other hand, there has been an 
instance where the military have delayed to so great an extent that a 
certificate that was valid when it was issued may have become question- 
able as the result of that lapse of time and nothing else. A concern 
whose credit was good at the time the proposal was made and when 
we certified them, if a month or 2 months by and it keeps its 
facilities idle waiting for that contract to dope Aer and it isn’t 
awarded, may no longer have adequate credit. 

Also, from the technical-capacity standpoint, there may be certain 
machine tools the company could pick up in the second-hand market; 
but, as time goes by, that opportunity is no longer available and the 
company can only buy new ones at a much higher price. 

We feel that Congress intended that our certificates be taken as con- 
clusive and the military should not use that opportunity to give us 
more information as an excuse for delaying and delaying until the 
certificate becomes valueless and we have no alternative but to with- 
draw it. 

Mr. Mouurer. Thank you, Mr. Reilly. 

Mr. Thomas A. Monahan. 

Mr. Monahan, will you come forward, sir. 

Mr. Srewarr. Mr. Chairman, Mr. Monahan not only is president of 
the Providence Body Co. of Providence, R. I., but is also im charge of 
the small-business division of the Rhode Island Development Council. 

Mr. Motrer. You may proceed, Mr. Monahan. 
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My time shows it is now 12:15. I think we will conclude with Mr. 
Monahan’s statement and then take a recess for lunch. Then we will 
start the afternoon session with Mr. Smith. 

Mr. Stewarr. Mr. Chairman, just to bring the record eee Mr. 
Smith was called to Washington and cannot be with us, but he has sub- 


mitted a brief for your honorable committee and I would like to submit 
it as a part of the record now. 

Mr. Murer. We will make it part of the record now if you have it 
available. 

(The statement is as follows :) 


STATEMENT OF 8S. ABBOT SMITH, PRESIDENT, THOMAS STRAHAN CO., 
CHELSEA, MASS.; MEMBER, REGIONAL ADVISORY BOARD, SMALI DE- 
FENSE PLANTS ADMINISTRATION 


Mr. Chairman and members of the committee, my name is S. Abbot Smith. I 
am president of Thomas Strahan Co., a small concern making fine wallpapers in 
a sae Mass., and also a director of the Smaller Business Association of New 

ngland. 

I should much prefer to appear before you in person because the subject is so 
important and there is so much to be said on it, but unfortunately I have to be in 
Washington this week as a member of the committee representing the manufac- 
turers of the wallpaper industry negotiating a new industry-wide contract with 
the A. F. of L. Parenthetically, I hope someday the situation will be such that 
each company will negotiate with its own employees. It seems to be it would 
be fairer and better both for the employees and the employer to have a contract 
worked out on the basis of local conditions and local methods of operation. It 
is especially hard on small companies to have to try to operate under terms 
designed primarily for large, thoroughly departmentalized concerns and to pay 
wage rates set for big companies in high-wage-rate areas. 

Returning to the subject of SDPA, I should like, as one small-business man 
who has been keenly interested in the welfare of small businesses both in New 
England and throughout the United States for many years, to thank your com- 
mittee for their work in creating SDPA and for their continuing interest in it, as 
evidenced by this hearing this morning. 

The problems of small business in New England are pretty much the same 
problems which face small business everywhere except as they may be accentuated 
by local conditions. For instance, being an old, highly industrialized area, we 
have a large, well-trained labor force but our buildings are old and out of date. 
When new ones are built it is usually by larger concerns who have or can raise 
or borrow the cash necessary ; so, the older buildings are left for the small, impe- 
cunious concerns. 

New Englanders are thrifty, sometimes too much so when it comes to using 
obsolete equipment and using their famous ingenuity to make worn-out equip- 
ment perform “impossible” operations as was proved during the war. But part 
of this “thriftiness” as to new buildings and machines has been forced on them 
because the old sources of equity and long-term capital have been dried up by 
the new institutionalized methods of collecting savings and especially by heavy 
taxes which not only drain off the profits of the small concerns but make them 
increasingly poor risks for investment by others. 

And, if a small company should by some miracle be able to accumulate a sub- 
stantial surplus, section 102 is always hanging over their heads. The burden 
of proof of an unreasonable accumulation of funds should be on the Treasury, 
not on the company. 

Governmental rules and regulations are the cause of some of small business’ 
heaviest burdens: taxes, materials, wage and salaries, prices, ete. Government 
red tape entangles us at every turn. 

However, let me say that SDPA is proving to be a material help in many 
respects. It has helped many companies to not only obtain prime and sub- 
contracts but also materials and money. It has been of tremendous help in 
telling small-business men where to go to get desired information, to say 
nothing of essential financing. 

At this point I should like to say that our regional director in New England, 
Mr. BP. J. Stewart, has been especially helpful not only personally but also in 
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building an organization which has just one point of view: to help small busi- 
nesses in everv wav possible. 

While our advisory committee has met infrequently, nevertheless I feel it has 
been well worth while. Its members can be and are consulted on a personal 
and informal basis when questions arise. They act as local liaison men and 
can keep the regional director advised of conditions locally, informing him 
if questions arise. At the same time they can spread the word locally as to 
what SDPA can do for local businessmen. 

Having no district offices, it seems to me especially important that the re- 
gional office should have these local liaison men. 

I don't think the recommendations of the advisory boards have always been 
adopted by SDPA, but I do know that such recommendations have been care- 
fully studied and worked into the program when they seem to be constructive. 

Mr. Stewart can give you details and statistics as to what SDPA has ac- 
complished in New England. All I can give you are generalities. But let me 
say I think SDPA has accomplished a great deal in the way of general help with 
procurements, financing materials, and general information. There is now one 
place to which the small manufacturer can go and get the answer to his ques- 
tion, where people take an interest in his problem, where he can get real help and 
not just a run-around. 

I believe the regional office is doing an excellent job with the minimum of 
personnel which they are allowed and with no district offices. 

The procurement officers in New England have been outstanding in their 
efforts to bring small manufacturers into the defense program, but I am sure 
SDPA has been a great help to them in finding facilities and in stimulating 
their work in that direction as well as in spreading far and wide information 
as to what work is available and what they have to do to bid on it. 

No program is perfect. There is always room for imprevement. It seems to 
me SDPA's is improving all the time as experience shows what is needed. Mr. 
Stewart's suggestion of holding meetings from time to time at strategic points 
throughout the region is a good example That is an excellent way to overcome 
the disadvantage of not having permanent district offices. 

I would like to see expert “trouble shooters” stationed in each regional office 
who could be sent out on request to help any small manufacturer whe is having 
difficulty in performing his contract. It may be a matter of methods, or perhaps 
he is using special metals which do not work like those he is used to. 

Such men it seems to me are a “must” in cases where SDPA has certified com- 
panies as to “competency,” and would be a great help to the many concerns which 
are doing work new to them. 

I believe that SDPA should keep an eye on every concern which it has recom- 
mended for loans. If there is any sign they are having trouble, help them 
before it is too late. Set up some close liaison with RFC so that frequent progress 
reports on each small borrower come to SDPA regulariy. 

If that were done, loans could be safely made to concerns which might other- 
wise be denied. Incidentally, that is one reason why it would be better if SDPA 
made the loans direct. Delinquents can usually be straightened out if caught 
in time as Smaller War Plants Corporation frequently proved. It is not a 
question of having collateral which will pay off the loan if the company fails 
but rather a question of helping the company complete its contract successfully 
so it can pay off the loan from the proceeds of the contract. That is why a 
loan on the revolving-fund principle works out so well. An SDPA expert on 
cost accounting might be very useful if available for consultation. 

Provisions for leasing Government-owned equipment to small companies for 
special work would be a great help to many. The big companies can get it; why 
not the small? 

As I see it, SDPA is the small-business man's representative and protector in 
Washington. As such, it should keep in close touch with all Government agencies 
which issue regulations affecting him. Just as it now works with agencies like 
NPA with respect to materials, it should work with others like the Office otf 
Price Stabilization, Wage and Salary Stabilization Boards, etc., so they would 
realize when new regulations are being formulated what the effects on small 
businesses are likely to be and avoid those which are unfairly burdensome. 

Experience will show where such work is most needed. The joint-determination 
program is an excellent example. 

Finally, I believe that SDPA should be studying how the leveling off of the 
military procurement program is going to affect small manufacturers and 
devising ways and means for seeing that the broad mobilization base which has 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 3157 


been achieved and which must be maintained so long as the Russian threat 
continues shall continue to include the small manufacturers. 

SDPA should also be working on suggestions for the small companies to take 
up the slack in other ways. The study now being made by the Department of 
Commerce will undoubtedly be most helpful in that respect. It is probable that 
kind of help will be even more needed in late 1953 and 1954 than it is now. 

In closing, it is my opinion that SDPA has done a good job in New England 
and nationally, considering the short time it has been operating. It can do much 
more as experience shows where and how help is needed and can be applied 
effectively to make our thousands of competent small manufacturers even better 
able to produce the goods wanted by the military and our civilian population. 
By thus creating more jobs and strengthening our whole economy, we prove 
to the whole world that democracy works and build our strongest defense against 
communism. 

Again I thank you, gentlemen, and, through you, the Congress for your wisdom 
in creating the Small Defense Plants Administration. 

Mr. Stewart. He wished to express his regrets that he could not 
be here. 

Mr. Muurer. Tell him for us we are sorry we couldn’t hear him 
orally, but his statement will be made a part of the record and will 
be reviewed by the full committee. 

All right, Mr. Monahan. 


STATEMENT OF THOMAS A. MONAHAN, PRESIDENT, PROVIDENCE 
BODY CO., CRANSTON, R. I; MEMBER, REGIONAL ADVISORY 
BOARD, SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. Monanan. Mr. Chairman, honorable Members of Congress, 
my name is Thomas A. Monahan. I am president and treasurer of 
the Providence Body Co., Cranston, R. L., president of the chamber 
of commerce of that city, director of the Smaller Business Associa- 
tion of New England, chief of the division of small business, Rhode 
Island Development Council, a part of the executive branch of the 
State Government of Rhode Island, and a member of the regional 
advisory board of.the Small Defense Plants Administration. 

It is a privilege to appear before this committee to testify as to 
the problems of the small-business man in my area and to give my 
impressions of the accomplishments of SDPA and recommendations 
for the furtherance of its objectives. 

The small-business man in Rhode Island has many difficulties at 
the moment, and the primary one is lack of business, both civilian 
and defense. 

We are a distressed area and must have some relief in the near 
future if hundreds of small businesses are to survive. Manpower 
Regulation No. 4 has been entirely ineffective with the exception of 
isolated instances. 

The material problem has not been as acute because there is not 
sufficient business to use them. 

The financial troubles are serious and we have had many compan- 
ies asking help from RFC and after a lapse of many months have 
been told they do not qualify. This particular difficulty is very 
serious and steps should be ro: Ae to alleviate unnecessary delays in 
getting an answer. 

SDPA has given me full cooperation as a small-business man on 
material problems and did their best to convince Army Ordnance to 
break down a large contract for small military trailers so that small 
business could participate. They were unsuccessful in this endeavor 
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because the Army would not cooperate. Almost $60,000,000 worth 
of this equipment has been purchased during the past 2 weeks from 
two large companies. At least 50 small concerns spread over the 
country could have made this item. The Smaller War Plants Cor- 
poration during World War II did it and it could be done again, 
but SDPA is working under great handicaps and with very little 
authority. 

The Small Defense Plants Administration was set up to give aid 
to the small-business man. Since the establishment of SDPA, they 
have been given insufficient money to operate effectively and the $50 
million revolving fund is nonexistent. The small amount appropri- 
ated would not be adequate for one contract. The purpose of the fund 
was to allow SDPA to take prime contracts and then subcontract 
portions thereof to the small manufacturer. With the money at hand, 
this is an impossibility. The Administration is hamstrung by lack 
of authority. 

Whatever they have been able to do has been done through sales- 
manship only. In other words SDPA is a supersalesman for the 
small-business man and in most cases has had as much difficulty sell- 
ing the procurement agency as the small-business man himself. 

The services have only recently become cooperative and allowed 
joint determination or screening of contracts so that portions or all 
may be earmarked for small business. If the procurement agencies 
disagree with the SDPA representative, that is it. I believe this 
program should be given a fait trial, but I am convinced that the 
results will fall far short of the needs. 

The Small Defense Plants have been given authority to issue certifi- 


cates of competency with respect to capacity and credit as to a specific 
Government contract and the procurement officers are directed to ac- 
cept such certification as conclusive, but they don’t. A time limit 
should be placed on the purchasing agency as to the honoring of such 
a certificate. 

We have a case of one pets contract in Rhode Island where 


the certificate was issued last April but the Army Ordnance is still 
stalling and can do so indefinitely. The history of this procurement 
is one for the record. If it were not for fear of complicating the mat- 
ter, I would give you the particulars. In my opinion, this procure- 
ment is outstanding testimony as to the merits of the establishment 
of SDPA. Without them, this small business would never have had 
a chance, 

The staff of SDPA have given the company all aid possible and the 
members thereof have even given up their week ends in some instances 
in their earnest desire to expedite the matter, but the service is still 
procrastinating. At this time, I would like to say that the United 
States Government has no finer group of conscientious, capable, and 
diligent public servants than those of SDPA. 

The recommendations and suggestions I have for the furtherance 
of this program are as follows: 

(1) The SDPA should receive an appropriation of from $15 to $20 
million to allow it to make loans to small business without having to 
consult RFC. The maximum amount of each of these loans to be 
approximately $35,000. For larger loans, a joint participation ar- 
rangement should be set up with both SDPA and RFC participating. 
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This would enable the little fellow to get service more readily and 
rapidly. In some instances, he has to wait 8 to 9 months and then 
the answer is “No.” The small manufacturer feels it is easier to get 
$1,000,000 than $5,000. re 

(2) This recommendation is with relation to the joint determina- 
tion program. It is my firm conviction that this program should be 
implemented with additional powers for SDPA. An SDPA repre- 
sentative should be assigned to every major procurement agency in this 
country. The contract should be screened and agreed upon by SDPA 
and by the procurement agency and no contract should be awarded 
unless such agreement has been made. In other words, the entire 
procurement program should be so altered that no contract could be 
awarded without full approval of SDPA as to whether any part could 
be performed by small business, and prime contractors should be 
obliged to subcontract definite percentages. Both agencies will not 
always be in agreement as to details and the amount of such contracts 
that should be awarded to small business. 

Therefore, I further propose appeal boards composed of one mem- 
ber from the procurement agency, one from SDPA, and the third a 
member representing the public. This board or boards would rule on 
whatever disagreements should arise and their decisions would be final. 
There should be one board for every SDPA regional office. 

Gentlemen, small business is the backbone of our economic system. 
Without it, our entire industrial system would collapse. You have 
a respons bility to sce that it is preserved, you must aid it vigorously. 
If this is not done, we will wake up and find the capacity is not there 
when we need it most. 

We have recent testimony given by Mr. Henry H. Fowler, National 
Production Authority Administrator, who told the American Legion 
on Saturday last that the United States is still 3 years away from the 
completion of the program that is required as a minimum to make 
us secure. 

He stated Congress has appropriated $128 billion since June 1950 
and by the end of June this year only $34 billion has been completed. 

Gentlemen, this is a sorry plight when there are thousands of small 
plants throughout the country that have not even done $1 worth of 
defense production. 

The answer is that the contracts have not been spread. This should 
be done as soon as is feasible and the agency to do so is SDPA. The 
machinery is there. All it needs is the oiling to get it goimg. Almost 
every agency concerned has had an opportunity to spread these con- 
tracts and it has not been done. 

The small-business man can do it. He has done it. He needs your 
help. : 

There are groups in our economy who are receiving subsidies and 
other forms of Government aid which has not been given to the small- 
business man. He does not want subsidies. He is not interested in 
charity. All he asks is a fair chance to compete in the open market. 

Give SDPA the proper authority and funds and they will do the 
job. 

Gentlemen, I thank you for the opportunity of appearing before this 
distinguished congressional committee and it is my hope that the 
Congress may see fit to give the small-business man a fair share of our 
defense production, which is lagging at the moment. 
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Again I thank you. 

Mr. Mvuurer. Mr. Monahan, don’t you find that small business is 
getting a larger share of defense work today than they did 2 years 
ago? 

er. Monanan. Not in Rhode Island; no, sir. I am talking for 
Rhode Island. 

Mr. Muurer. Is it more, or less, in Rhode Island? 

Mr. Monanan. It is less. 

Mr. Motrer. Is it less this year than last year? 

Mr. Monanay. Yes, sir. 

Mr. Mutter. What is the reason for it; do you know? 

Mr. Monanay. It is the same old reason, that they do not seem to 
be able to compete with the larger companies. The subcontracting 
is not there. The subcontracting has not been done nowhere near the 
proportions that were done during the last war. 

I may be wrong on my figures, but I think that small business is get- 
ting somewhere around 12 or 13 percent of their share and they were 
getting 34 to 35 during the last war. That is one-third of what they 
got previously. 

Mr. Dauaas. I think the percentage now is about 22 percent. 

Mr. Monzex. About 18 percent. 

Mr. Monannan. They are getting half. 

Mr. Mutter. You are comparing with what they got in World War 
it? 

Mr. Monanan. That is right. 

“Mr. Murer. What is different about the technique of getting sub- 
contracts in and around Rhode Island compared to metropolitan 
New York? 

Mv. Monanan. We have a little different situation in Rhode Island. 
We are primarily textiles, shoes, and jewelry. Of course, the textile 
business the world over has been depressed. That is one reason. 

Mr. Mutrer. That doesn’t lend itself to subcontracting very readily. 

Mr. Monanan. No; it does not, 

Then, in the jewelry industry, the stampings that they do are per- 
haps too light in a good many cases. But a good many could convert, 
at nd they have done so, but others cannot find the opportunity to do so. 

Mr. Muurer. I would like to have you at least give us the name of the 
firm you refered to that is having that difficulty with the armed serv- 
ices or with Army Ordnance. 

_Mr. Monanan. I would prefer to do it privately. In other words, 
what I have said has been on my own without their sanction, and 
I would not want to jeopardize their negotiations in any way. 

Mr. Datmas. If you would just write it down for us and let it 
go from there. Is that satisfactory, Mr. Chairman? 

Mr. Motrrer. Yes. 

Mr. Monanan. I can have that company give you the whole his- 
tory of the negotiations which date back from October. 

Mr. Motrer. We are already familiar with it off the record, and 
we will have a further report on it before the day is over. 

Mr. Monauan. That is really historical. 

Mr. Mutter. We are somewhat familiar with the situation and 
we will have a complete report on the case before we leave this city 
today. 

Mr. Monanan. Thank you, sir. 
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With the indulgence of this committee, I have been requested by 
a small-business man in Rhode Island to make a short statement for 
him. Mr. Arthur Roy has asked me to read it. He is the proprietor 
of the Noble Machine Tool Co. 

Mr. Muurer. Before you get to that, would you mind giving us 
some of the details about this $60 million trailer contract? If you 
do not have them available, can you supply them to us? 

Mr. Monanan. I can give them to you. Approximately 60 million. 
It may be a little less, but is 55 million anyway. It is pretty close to 
60 million. 

Mr. Murer. What procurement office? 

Mr. Monanan. Tank and Automotive Center in Detroit. 

Mr. Murer. Did you have the numbers? 

Mr. Monanan. I do not have the numbers. 

Mr. Muvrer. Can you get them for us? 

Mr. Monanan. Yes. 

That is another thing. That is a very interesting case. The bids 
were sent out to the manufacturers of small trailers and body manu- 
facturers throughout the country. The prints were entirely Frue- 
hauf Trailer prints made by Fruehauf Trailer Co. with their name 
on them. Every part of that trailer was Fruehauf. Fruehauf re- 
ceived the contract for $35 million. The other 20 million went to the 
Checker Cab Co. 

Mr. Muvrer. Was there an arrangement between Checker Cab and . 
Fruehauf to use the Fruehauf prints ¢ 

Mr. Monanayn. I couldn’t say that. 

Mr. Mutter. Weren’t these parts, although labeled Fruehauf, 
labeled Fruehauf specifications or drawings, such that any company 
could make them, or were they patented parts? 

Mr. Monanan. Patented parts. 

Mr. Mutrer. Patented by Fruehauf? 

Mr. MonaHAn. I imagine so. I am not certain of that. 

Mr. Mutter. Did the specifications call for that, or equal ? 

Mr. Monanan. Called for “or equal”; yes, sir. 

Mr. Muvrer. Did the specifications or request for bid provide that 
the bid would be on an all-or-none basis? 

Mr. Monanan. No. You could bid on any portion of it, I believe. 

Mr. Movrer. Then, why didn’t some of the smaller companies bic 
on it? 

Mr. Monawan. They did. 

Mr. Mourer. They were high? 

Mr. Monanan. Some of them were high and some of them were 
ow. 

Mr. Mucrer. Why didn’t the low ones get any part of the bid? 

Mr. Monanan. I couldn’t answer that question. 

Mr. Muurer. You say SDPA did try to cooperate in that case ¢ 

Mr. Monanan. That is right, sir. 

Mr. Mutrer. Can you furnish us with some further details about 
that, what SDPA did to see that small business could participate in 
that ? 

Mr. Rosenrat. I will do that. 

Mr. Monanan. My talk was with Mr. John Horne, the Deputy 
Administrator. 
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Mr. Morrer. We would like to know why SDPA ran into difficulty 
on that. 

Mr. Monauan. In this industry, during the last war, the Smaller 
War Plants Corporation spread contracts similar to that by allowing 
the larger manufacturer to make certain parts that were their own 
parts and they purchased them at a packaged price from the larger 
manufacturer and shipped them into the various small ones through- 
out the country for completing on its parts and assembly, which would 
be done now, and the services would get them a great deal faster. 

Mr. Datmas. Was that a negotiated procurement / 

Mr. Monawan. No; advertised bid. 

Mr. Hype. I might give you a little side light there. He spoke about 
the Smaller War Plants Corporation in the last war. I happened to 
be head of the Procurement Division, charged with the responsibility 
of preparing agreements and working out methods of cooperation with 
the Armed Forces in Washington. Although I am completely appre- 
ciative of the difficulties this organization has had, because it was 
very difficult to get the Armed Forces to give up any of their preroga- 
tives, which is understandable, and I sympathize with that, but they 
did eventually. 

We had a procurement in the Treasury Department for 60,000 
wooden desks. I sat down personally with the purchasing officer in 
the Treasury Department who had that procurement in hand. We 
got bids on that on the same specifications, of course, from people all 
the way from the highest grade manufacturers of furniture to the 
lowest grade manufacturers. The bids ran from $65 apiece down to 
418 on the same desk. 

We then proceeded to average the price and offered it to 20 manu- 
facturers at a price which I recall was $35. That was the way the 
thing was spread around to spread the work. 

[t can be done, and it was done. 

Mr. Mouurer. Did the fellow who bid $18 get some orders at $33? 

Mr. Hype. That is right. All they were interested in was buying 
the amount of desks they needed at a proper figure. The fellow who 
bid S18 bid too low. Our people in Maine have stopped bidding on 
certain items because the low bids were ridiculously low. 

On the warehous palettes, for instance, I had a fellow from Maine 
who was trying to get some of that. They had distressed labor con- 
ditions in their town. There was an order to be let for 60,000 palettes. 
A particular manufacturer’s hardware was specified. The price was 
$1.85 per unit in 10,000 lots. After figuring the necessary cost for 
kiln-dry hardwood, their price on the item was $8.50 for their costs. 
They bid $10.50. They couldn’t get the order. 

I made inquiry. I was given a list of the bids. There were some 
17 bids, and about 14 were higher than theirs, as high as $18.19 apiece. 
There were three bids under $3. The fellow who got it bid $2.75. 

Since then I have been checking the procurements issued on these 
palettes. They run from $2.50 to $2.75 down South. 

How they make it, we do not know. We stopped bidding on them. 
I asked the procurement officer whether he deliberately gave an order 
to a fellow who was going to lose two or three dollars. He said, we 
have to give it to the lowest bidder. 

Mr. Mutrer. Has anybody tried to find out how many of those low- 
est bidders defaulted on the contracts after they got them ? 
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Mr. Hyper. I do not know. That happens in many other types of 
items, too. So the low bidder is sometimes ridiculously low, lower 
than cost. There is no question about it. 

(The following report was submitted :) 


MUNITIONS Boarp, 
Washington, D. C., October 8, 1952. 
Hon. MrKkE MANSFIELD, 
Chairman, Subcommittee No. 1, 
Select Committee on Small Business of the House of Representatives. 

Dear Mr. CHarReMAN: Reference is made to the hearing of Subcommittee No. 1, 
held at Boston, Mass., on August 26, 1952, and to your request that information 
be obtained from the Department of the Army with reference to the purchase of 
approximately $60,000,000 worth of 114-ton, 2-wheel trailers from two large 
firms. 

Following is the report of the Department of the Army concerning this pro- 
curement : 

“a. The procurement of 73,660 1144-ton, 2-wheel, cargo and water tank trailers 
together with spare parts and certain engineering therefor, was effected subse- 
quent to formal! advertising under Invitation for Bids ORD—20—113—52-3877. 

“b. The IF B was extended to a listing of approximately 190 prospective bid- 
ders which consisted predominately of small business firms. In addition, the 
proposed procurement received widespread publicity through the United States 
Department of Commerce Consolidated Synopsis of Proposed Procurements and 
Contract Awards Information, and the ordnance districts of the Department of 
the Army in order to permit participation in this procurement by any qualified 
and interested business to the widest extent possible. 

“ce. It was recognized that small business firms could not be expected to bid on 
the entire quantity of 73,660 trailers. In acknowledgment of this fact, the total 
quantity to be procured was broken down into 7 sections, thereby permitting the 
submission of bids on quantities varying from 5,532 to 17,546 trailers. As a result 
thereof, there was a response of 15 bids. Eleven of the fifteen bidders employed 
less than 500 individuals, thereby qualifying as small business. Every bidder 
submitted bids on partial quantities, so that various combinations of offers were 
available to the Government. 

“d. Awards for the procurement indicated were made to the Fruehauf Trailer 
Co. in an amount of $37,579,555.37, and to the Checker Cab Manufacturing Corp. 
in an amount of $20,056,459.50. These awards were made on the basis of that 
combination of bids received on individual items which would result in the lowest 
cost to and serve the best interests of the Government. 

“e. There were no bids or combination of bids as low as the ones accepted. 
The awards represented the lowest possible expenditure to the Government 
based on the bids received.” 

We are pleased to furnish this information and when we can be of any further 
service, kindly let us know. 

Sincerely yours, 
B. C. PHILIPPS, 
Lieutenant Colonel, USAF, 
Office of Small Business. 

Mr. Datmas. I would like to ask Colonel Philipps whether or not 
the current report that 50 percent of defense contracts are in default 
is a true statement ‘ 

Colonel Pures. I haven’t seen that printed, Mr. Dalmas. I 
wonder what they mean by that. 

Mr. Datmas. That they didn't deliver on time. 

Colonel Pumirrs. Or the contract has been declared in default be- 
cause the contractor has gone broke. 

Mr. Dartmas. They had specific dates upon which deliveries were 
to be made. I know of one case that happens to be on palettes. This 
was a Colorado case where a concern was counted out by an extremely 
low bidder in California. The contract was to be completed by Octo- 
ber 1, 1951, and the member of our committee who was interested in 
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it had us follow it up. But we found as recently as 3 months ago that 
the contract was still in default; hadn’t been completed. 

Colonel Put.irps. It is quite possible that many contracts may be 
late on delivery schedules, due to a number of reasons. A number of 
contracts under the stretch-out program have been extended. Various 
things could make them late on delivery. But if you are talking about 
the number of firms that have gone broke on Government contracts, I 
think that would be an exaggerated statement. 

Mr. Daumas. That wouldn’t be 50 percent. The man who bids in 
good faith and takes that into account in his costs when he has to de- 
liver in a certain time, which is certainly a part of the cost of making 
the article, is counted out and some fellow takes it for a very low price. 
Then he stretches it out and by importuning the procurement officials 
he keeps dragging it along for another year. I do not think that is 
very good business practice. 

Colonel Puitiers. That would depend entirely on whether the item 
he was making was in connection with something that was in the 
stretch-out program where it is better to have him be late than to stack 
up the stuff. Depending entirely on whether it is the manufacturer’s 
fault.or whether it is the fault of circumstances he cannot help—— 

Mr. Mutrer. If the services direct a man to hold up delivery or 
withhold completion in accordance with the stretch-out program, you 
wouldn’t put that contract in default. He couldn't be termed in default 
if he has been asked to hold up. 

Colonel Puiiires. Colonel Beeman, from G—4, and Captain Ingram, 
from the Navy, are much more qualified to talk on their programs 
than I am. 


Mr. Datmas. One more comment on the point you made, Colonel. 
Very often a contractor is penalized by the fact that he has to stretch 
it out. He may be geared up to deliver it within that time and in order 
] 


to get out “whole” he has to deliver in that time. So it works both 
ways. 

Mr. Monanwan. We havea case similar to that in Rhode Island where 
the prime contractor was in default under the contract. They had a 
$20,000 subcontract from the contractor who defaulted. There was an 
outfit in Georgia who had $200,000 subcontracts. This was through 
the Cleveland ordnance district. The contractor in Georgia offered 
to take over the contract at the figure of the man in default in order 
to get himself out clear—and also the Rhode Island contractor. 

he ordnance said that it would have be gp to bid again all over. 
Consequently, the first thing that would be done with the prime con- 
tractor when he secured it would be to know that so-and-so in Provi- 
dence has $70,000 worth of stuff on his hands and they would try to 
make a deal with him. He has the material and he has a lot partially 
finished. 

The $200,000 man in Georgia is in the same situation. 

I think there should be some relief for subcontractors in a case like 
that. There evidently isn’t, through no fault of their own, when they 
lose money that way. 

Mr. Mowrer. Colonel Philipps, I think this might be a good time 
to furnish our committee with a statement which would indicate on all 
contracts where the lowest bidder was at least 25 percent or more 
less than the next lowest bidder, how many of those contracts were 
defaulted on and had to be relet to somebody else, how much of those 
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contracts were renegotiated with the same lowest bidder, and how 
much of those contracts were followed up by applications by the 
lowest bidder to whom it was awarded for an allowance of an in- 
creased price for any reason that he might think justified an increased 
rice. 

I think that might shed considerable light on what is happening to 
some of these lowest bidders who ought not to be the lowest bidder 
because I am convinced—and I think most of the members of the 
committee are—that many of these so-called lowest bids are not 
caused by differentials because of the area and local labor conditions. 

Mr. Datmas. How soon, Mr. Chairman, do you want that report / 

Mr. Murer. I have given them a tough assignment. I do not 
know how soon they can get it for us. I hope it won’t be too long. 

Colonel Puiirrs. Well, Mr. Chairman 

Colonel Beeman. The Army has about 120,000 contracts per month, 
and to analyze all those contracts will mean that we will have to en- 
large our staff a lot larger than it is now. 

Mr. Datmas. In suppport of your request, it certainly seems to me 
that the business end of the Department of Defense would be in a sad 
fix if they didn’t know what contracts were in default day by day. 

Mr. Muvrer. You can eliminate from this request so-called com- 
missary items or items for resale. 

Colonel Putirrs. I understand that. 

Mr. Mutter. I think Colonel Philipps has a pretty good idea what 
we are driving at and we don’t have to get into the question of what 
is being done on contracts for classified material or atomic energy 
stuff or things of that kind, or jet-propelled special contraptions, and 
what-have-you. We are dealing with the general over-all situation 
and contracts that we have in mind are those that the average small- 
business men could participate in and fulfill. 

I am not talking about the building of a new carrier or something 
of that kind. That kind of procurement falls into a class by itself, 
and I think that a very large percentage, dollarwise, of the Govern- 
ment procurement falls into that classification and small business 
knows they cannot go in and build a carrier or jet-propelled plane or 
engine. We are not talking about that kind of procurement. We are 
talking about the general over-all situation that the small-business 
man, the average factory, can participate in and do a good job on. 

Mr. Dataas. A good illustration would be these trailers. 

Captain Incram. I think some of this misunderstanding has come 
about through the use of this word “default.” Default means the 
contractor gave up the contract because he was unable to furnish it. 
The term that is common in the service is “delinquent.” 

Mr. Darmas. In civil life, if I do not complete a house on time, I am 
in default. 

Mr. Moutrer. That may be so, strictly from the technical, legal view- 
point. When you do not fulfill your contract and deliver the house 
on January 1, and do deliver it on January 10, strictly speaking, there 
has been a default under the contract, but it is the kind of default 
most people waive or overlook, and it is not taken advantage of unless 
time is of the essence, requiring delivery on a specific date with a 
penalty for failing to deliver. We do not look upon it as a defaulted 
contract. Even when the contract is delinquent, the service will in- 
quire into it and excuse the default. 
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Captain INeram. That is right. In many cases it is the Govern- 
ment’s own fault. They haven’t followed up the letter of intent with 
a contract. They haven't completed the plans on time. We ran an 
analysis into a 50-percent delinquency a year ago in Philadelphia and 
found that only 20 percent was due to the contractors. 

Mr. Mvurer. We have to make sure that a big company that can 
afford to take a loss doesn’t go in, in order to close the other fellow up, 
and put him out of business. A fellow cannot bid $1 for a $5 item 
and a week or two later, when everybody has forgotten about it, say, 
“T didn’t include this, I made a mistake.” He cannot thereby try to 
renegotiate the contract at a price that will give him a profit. 

That is why I asked for the information. I think it will throw some 
light on it. If those things are happening, they must be stopped. 

If we are through with Mr. Monahan’s principal statement, I think 
he can now make the statement he wishes to make on behalf of Mr. 
Roy. 

Mr. Monanan. This is Mr. Roy’s statement. He asked me to read 
it. 

Mr. Srewarr. May we have for the record and for the audience, 
who Mr. Roy is, and whom he represents ¢ 

Mr. Monanay. I have it here in the statement. [Reading:] 


STATEMENT OF ARTHUR ROY, PROPRIETOR, NOBLE MACHINE TOOL CO., 
PAWTUCKET, R. I. 


My name is Arthur Roy. I am the proprietor of the Noble Machine Tool Co. of 
Pawtucket, R. I., and would like to trace some of the recent negotiations I had 
in endeavoring to secure an RFC loan. This loan is very important to me. 

I am a veteran of the last war, with 39 months of service in the United States 
Navy in the Pacific theater of operations. My concern employs three. 

On January 28, 1952, an application was placed by me with the RFC in the 
amount of $6,000. <A certificate of eligibility for a loan guaranty from the 
Veterans’ Administration was forwarded with application in the amount vf 
$2,000. 

On March 5, supplemental information was sent on request to field examiner. 

On April 14, Form SDPA 22 was received from SDPA and filed with their office 
on April 19. 

On May 23, at the request of SDPA, we sent a letter certifying that our part- 
time bookkeeper was not hired for the loan in question only. 

In a phone call on May 17, we were informed by the SDPA that they had 
not received a field report from RFC. In contacting Boston office of RFC, we 
were told field report and copy of application had been sent on April 1 from 
the office of Mr. Walter O'Donnell, of the Washington office of RFC. 

On June 13, RFC notified us that application had been processed and been 
presented to the Administrator for consideration. Then on July 14, we were 
informed that the Washington office of RFC was holding application in suspense 
awaiting a report from SDPA. 

Again on July 21, at the request of Mr. Snodgrass, of SDPA, a more recent 
financial statement was forwarded to his office. 

On August 7, our request for a loan was declined. As 7 months had elapsed 
from the time of the original application. we believed conditions have changed 
enough to warrant reconsideration of our application for a loan but we hesi- 
tate to do so because of the fact that it may take another 7 or 8 months to have 
it either granted or refused. 

The dollar value of our backlog of business has increased from $4,763 in 
March, to $12,219 in August, with all work scheduled for the next 2 months. 

When we requested our loan, we informed the RFC that business over the 
next few months would improve. . We believe we are efficient and that we can 
accomplish the quantity and the quality of work with the equipment we now have 
and that we would be able to make repayments on the loan as requested. 

It is my feeling that as a small-business man and a veteran of the last World 
War, that my request should have received further reconsideration in view of 
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the fact that the Veterans’ Administration was guaranteeing one-third of the 
loan. We are further upset because of the fact that it took 7 months for us 
to be notified that we were not eligible to receive this loan. 

We further believe that if the SDPA alone had the handling of this matter 
entirely, that we would have had our answer many months ago. My case is 
only one of several of which I have heard and it is my sincere desire that the 
honorable members of this committee would recommend to the Congress that 
provisions be made for rapid and efficient handling of loans for the small-busi- 
ness man such as myself. 

Thank you. 

Mr. Muvrer. Mr. O'Donnell ? 

Mr. O’Donnew, In the first place, Mr. Chairman, I must preface 
my remarks by saying that I am not in the position to give you the 
details of this particular case; however, I will be glad to furnish 
the committee a full report on it. I regret that there was a delay and 
unquestionbly there has been in this case. I am sure that is true in 
some others. However, I think we have made a substantial step for* 
ward when authority was delegated to our agency managers to make 
direct loans up to $50,000, and participation loans up to $100,000, 
which will definitely, and is having the effect of far more speedy ac- 
tion on behalf of the small business concern with which I am par- 
ticularly concerned. 

This is without criticism whatsoever of any Government agency. 
I think it would be well to remember that the Small Defense Plants 
Administration really didn’t get going until the spring of this year. 
It was a question of working out with them the policies and procedures 
and mechanics of doing business. They were not staffed up, as you 
recall. In this case there was a period of time during which RFC 
was considering it, determining whether we could not make it under 
the RFC law. Then it was necessary to wait for Small Defense Plants 
recommendation, as is required by the law, before we can use section 
Ti4 authority. We need their recommendation. 

Under section 302 of the Defense Production Act, the President has 
put the requirement in the Executive Order requiring that prior to 
the use of that authority we must have a certificate of essentiality from 
the Defense Production Administration. We are operating under 
three different laws and as a consequence in the early days there was 
delay, which we have made every sincere effort to overcome to the 
extent that it is humanly possible to do so. 

When you recognize that we are dealing with three different laws 
and two other Government agencies, you can understand the situation: 

Further, if, after the Small Defense Plants Corporation has recom: 
mended to the RFC and the RFC Administrator is unable to make 
that loan; pursuant to an agreement with Mr. Taylor, Administrator 
of SDPA, no advice will go to the applicant until Mr. Taylor and 
his Administration have an opportunity to look over our reasons for 
decline and come forth with a rebuttal. Actually each case is recon- 
sidered before advice goes out. 

Those mechanics are not generally known to the public. It is‘an 
internal Government agency agreement enabling us, 1f possible, to see 
to it that the small-business man gets the best possible attention, 
although it does involve a delay, and gets a loan if it is humanly pos- 
sible to get it. 

All those factors, I am sure, were from a time standpoint to the dis- 
advantage of Mr. Roy and the Noble Machine Tool Co., whose appli- 
cation was ultimately turned down. 
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Mr. Darmas. Presently, do SDPA regional officials have free access 
and cooperation from RFC branch officials in that particular region ? 
I mean: Can they go in and discuss this whole matter prior to send- 
tng it to Washington ? 

r. O’Donnett. The answer is “Yes, emphatically yes.” There have 
been a couple of other changes which I discussed with you and the 
committee out at the Seattle hearing. 

Mr. Datmas. Thatis a recent development, however ? 

Mr. O’Donnext. That is right. 

_ Mr. Damas. And prior to Mr. Roy’s difficulties? 

Mr. O’Donne wu. Subsequent to Mr. Roy’s difficulties. 

Mr. Datmas. Subsequent to Mr. Roy’s difficulties; yes. 

Mr. O’Donnext. There has been a change in the flow of information, 
so instead of our agencies sending the information directly to me, as 
is indicated here in Mr. Roy’s statement, our Boston Agency transmits 
the field report on the application directly to the regional office of 
SDPA. 

Mr. Daumas. If Mr. Roy filed now for reconsideration, would the 
chances be that he could get an answer within three or four weeks? 

Mr. O’Donnetz. Absolutely. 

Mr. Stewart. Mr. Chairman, may I just add a word. At the time 
the Noble Tool Co. matter came up we were not staffed as we are today. 
On January 28, when the application was made, we had only a skeleton 
organization so far as financial specialists were concerned and it was 
late in March before we got going in the Boston area. 

[ can assure you that our relationships with the regional office of 
RFC are most cooperative and cordial and we can get these things 
cleared much quicker than we ever did before. 

I can assure you that what you have said is true, that 3 to 4 weeks 
should be ample to receive an answer, except in a special case. In that 
period of time you ought to get some reasonable assurance of an 
answer. 

Mr. O’Donnett. I want to repeat that I was in no way criticizing 
any agency, but I thought historically that should be part of the 
record. 

Mr. Srewarrt. That is all right. 

Mr. Mutter. Somebody ought to clear up something about this, 
(mn May 17 Mr. Stewart’s office reports to the a ype that they have 
not yet received a field report from RFC and R C says they sent the 
report on April 1. That is 47 days after they sent the report, you are 
saying you haven't gotten it? ere is it? 

Mr. O’Donnewu. The Boston Regional Office of SDPA would not 
have that information because at that time the Boston RFC agency 
sent, it directly to me and by special messenger that was delivered to 
the SDPA Washington office the following day. That is a daily 
transaction, two or three times a day, as soon as information comes in. 

Mr. Muurer. So Washington sat on it for 47 days. Washington got 
it on April 1 and on May 17 it isn’t in the Boston Office of SDPA. 

Mr. §Doxnext. The mechanics of operation, as I said, have been 
substantially changed since that took place. Today that. information 
is channeled directly to the regional office of SDPA. It is then for- 
warded to Mr. Taylor, who up to this point has not felt that a delega- 
tion of authority should be made to regional offices, so the emu tuthanee, 
tions under the Small Defense Plants Administration, section 714, 
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come tous from Mr. Taylor. They are not made by the regional offices. 
The flow of information, as such, goes through their regional office to 
the Washington office, which was not true when these negotiations 


were under way. 

Mr. Mutrer. Instead of looking for the reasons for the delays in the 
past, suppose you and Mr. Stewart and Mr. Roy get together, and see if 
we cannot give him some quick action now, and let’s assure everybody 
else who may be in a sleniine position that they won’t have to wait 7 


months to get a “No” for an answer. 
Mr. Monauan. The small ones should be taken care of by SDPA 


only. 
Mr. O’Donnewu. We will be delighted to do that. My only hope 


is that we will be able to give a loan after 2 weeks rather than a 
“no.” 

Mr. Mutter. The committee does take the position that you must 
give an answer. We are not going to try to do your work. You do 
not want us to, nor are we competent to do it. Everybody agrees this 
kind of situation will not happen again, and should not have hap- 
pened in the first instance. 

(The following supplemental reports were submitted :) 


RECONSTRUCTION FINANCE CORPORATION, 
Washington, D. C., September 3, 1952. 
Re Arthur Joseph Roy, doing business as Noble Machine Tool Co., Pawtucket, R. !. 
Mr. Victor P, DALMAs, 
Lexecutive Director, Select Committee on Small Business, 
House Ofice Building, Washington, D. C. 

DeaB Mr. DALMas: At the recent hearing in Boston I promised to give the 
committee a chronological report in connection with the handling of the captioned 
application. 

Mr. Roy’s application for a $6,000 loan was received by our Boston loan agency 
on February 7, 1952. Considerable difficulty was experienced in trying to de- 
velop financial information needed to properly consider the application due to 
the questionable accuracy of books of account, which delayed formal acceptance 
of the application by the Boston loan agency until February 28, 1952, 3 weeks 
after its receipt. Formal acceptance is a term used to indicate that an appli- 
eation is considered sufficiently complete to warrant initiating the usual loan 
examination procedure even though subsequently additional information may be 
found necessary. 

After having conferred with Mr. Roy on this feature and other factors 
involved which necessarily further delayed section, our Boston agency completed 
its report on March 11, 1952. Subsequently, Mr. Roy requested consideration by 
Small Defense Plants Administration and on April 18, 1952, executed SDPA’s 
required form for this purpose. SDPA submitted its recommendation to RFC 
on May 26, 1952, and on June 16, 1952, the case was unfavorably considered 
by the Administrator of RFC. In line with our interagency agreement, SDPA 
was so advised and given an opportunity to present any further views it might 
have on the case before formal notification was given to applicant. Conse- 
quently, the application was held in a suspense status pending receipt of SDPA’s 
further recommendation, which was received by RFC on July 24, 1952. In thé 
opinion of this Corporation, nothing was added which would warrant a change 
in the previous declination, and the applicant was thereupon formally advised 
of the decline and the reasons therefor. 

The principal reason for RFC’s unfavorable action were lack of reasonable 
assurance of ability to repay the loan from earnings, questionable accuracy of 
books of account, and plant inefficiency. 

I am sure you will want to know that during the afternoon of the hearing on 
August 26, 1952, I arranged an interview for Mr. Roy with Mr. Joseph Sheehan, 
yg agency manager at Boston, looking to a reconsideration of this appli- 
cation. 
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This meeting was arranged after Mr. Roy assured me there had been a sub- 
stantial improvement in his business outlook since the original application was 
filed. 

You are assured that this case will receive speedy consideration because the 
procedures and working arrangements with SDI’A have been considerably 
streamlined during the last few months following the organization and staffing 
of SDPA. 

Sincerely, 
Wa ter J. O'DONNELL, 
Director, Office of Small Business. 


SMALL DereNnse PLANTS ADMINISTRATION, 

Boston, Mass., September 16, 1952. 
Hon. ABRAHAM J. MULTER, 

Sclect Committee on Small Business, House of Representatives, 
Washington 25, D. C. 

Dear CONGRESSMAN MULTER: Fulfilling my promise to you while attending the 
Boston hearing of your Select Committee on Small Business, herewith enclosed 
is the complete story regarding Noble Machine Co., Pawtucket, R. I., as drawn 
up by our loan specialist, Mr. Edward J. O'Rourke. 

Also enclosed is copy of letter written by me to the Noble Machine Co., dated 
September 4, 1952. 

Trusting this information will fulfill your needs, I remain, 

Very sincerely yours, 
Epwarp J. STEWART, 
Regional Director. 


SerpreMser 15, 1952. 


Memorandum. 

To: Mr. Edward J. Stewart, Regional Director, SDPA, 

From: Mr. Edward J. O'Rourke, Loan Officer. 

Subject: Arthur Joseph Roy, doing business as Noble Machine Co., Pawtucket, 


R. I. 

Reference is made to your memorandum dated August 29, 1952, relative to the 
captioned applicant, to Mr. Richard C. Dyas, Director, Office of Loans, SDPA, 
Washington, D. C. in which you advised that during the recent hearing of the 
Select Committee on Small Business held in Boston, reference was made to the 
vreat delay in processing an RFC. loan which apparently, from testimony, was 
delayed in our Washington Office of SDPA from April 14 to May 23, 1952. 

You are hereby advised that the RFC examiner's field report dated March 11, 
1952 recommending a decline was received in our Washington office on April 
4%, 1952 and Form SDPA-22 was received on April 23, 1952. 

Our Washington office, on May 9, 1952, processed the application which was 
reviewed and recommended for approval in the amount of $6,000 under section 
714 on May 26, 1952 by SDPA. RFC in its letter of June 17, 1952 advised SDPA 
that it was in disagreement with the recommendation. 

Our Washington office (SDPA) again reviewed the case and appealed the case 
to RFC in letter dated July 24, 1952 and on August 5, 1952, RFC advised of 
declination for the same reasons as originally declined. 

In summary: RFC examiner’s report dated March 11, 1952 and received in 
our Washington office on April 2, 1952 recommended a decline. Our Washington 
office examiners processed the loan after weighing all the favorable and unfavor- 
able factors involved plus the possibilities in aiding a veteran to become estab- 
lished in business, recommended the loan for payment. The SD?A recommenda- 
tion was declined by RFC in its letter of June 17, 1952. SDPA again reviewed 
the case and appealed in applicant's behalf which was again declined by RFC 
in its letter of August 5, 1952. 

It is evident that the delay caused in the final disposition of this case was not 
caused by laxity or indifference relative to SDPA action but rather due to SDPA’s 
efforts to secure additional factors and initiate favorable action therefrom in 
applicant's behalf toward the ultimate acquisition of the requested loan. 

It should be noted that this office was in receipt on August 28, 1952 of the 
applicant's folder from our Washington office, containing therein the above 
information and requesting our cooperation in applicant’s behalf relative to 
offering our assistance in any manner whatsoever which would enable applicant 
to overcome previous objections of the RFC and obtain favorable action by the 
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RFC Agency. The attached copy of our letter of September 4, 1952, to applicant 
in this regard is self-explanatory. It should be noted also, that to date we have 
received no acknowledgment of same from applicant. However, we are keeping 
in touch with the Boston RFC Agency relative to all progress being made 
applicable to applicant’s reconsideration request and will aid in every way 
possible. 


SMALL DEFENSE PLANTS ADMINISTRATION, 
Boston, Mass., September 4, 1952. 
Re RFC loan application. 
ArtTHur JosEPH Roy, 
Doing Business as Noble Machine Tool Co., Pawtucket, R. I. 

Dear Str: We wish to advise that we have been informed that you visited the 
Boston RFC agency on Tuesday, August 26, 1952, and, as a result of that visit, 
filed for a reconsideration of your loan in the sum of $6,000. 

We were advised by the Boston RFC agency that your written request for 
reconsideration of your loan was received September 2, 1952, and that it will 
be given further consideration. 

Since we are vitally interested in all cases applicable to small-business concerns, 
we wish to offer our assistance in any manner whatsoever which will enable you 
to overcome previous objections of the RFC and to obtain favorable action by the 
RFC agency. 

We would appreciate being in receipt of all data submitted to date, applicable 
to your request for reconsideration, copy of your letter requesting reconsidera- 
tion, current financial statements submitted, ete., in order that we will be pre- 
pared to negotiate intelligently with the RFC agency, Boston, in your behalf. 

We would also appreciate having you visit our office at your convenience in 
order that we may personally review your problem and assist you in every way 
possible toward the acquisition of your loan. 

Very truly yours, 
DWARD J. STEWART, 
Regional Director. 

Mr. Mutter. Some of the committee members may agree with you, 
Mr. Monahan, that SDPA should also be given the lending authority. 
I am one of those members who feels that all the lending authority 
should be concentrated in one lending agency. If RFC is going to be 
the lending agency, they ought to do all the lending. They should be 
equipped to do it, and the other agencies can make their recommenda- 
tions as SDPA does. I am in agreement that SDPA ought to be a 
claiming agency, as it was in World War II, and say to the Armed 
Forces: “We are taking this contract.” Then it can parcel it out and 
let their responsibility be the one for making sure of delivery in accord- 
ance with the specifications to the armed services. 

Mr. Monanan. That is the only way you will spread the work. 

Mr. Muvrer. I think that most of the committee are in agreement 
that SDPA should be a claiming agency to that extent, but a majority 
of the committee agrees that it ought not to be a lending agency. 
It is all right for it to be a certifying agency and a claiming agency. 

Mr. Monanan. Why shouldn’t RFC set up a special division to 
work on small-business problems only ? 

Mr. Muvrer. They have had that for a long time. 

Mr. O’Donneti. They do have an Office of Small Business, and 
I am its Director. 

Mr. Monauan. Thank you. 

Mr. Motterr. I think they are doing a pretty good job. 

I think we can all now adjourn for lunch. This would be a good 
point to adjourn for lunch. 

We will be back at 2 o’clock, 
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(Whereupon, at 1 p. m., the subcommittee recessed until 2 o'clock 


of the same day.) 
AFTERNOON SESSION 


Mr. Mutter. Mr. Farley? 
This is Mr. C. J. Farley, assistant executive director, Massachusetts 


Development and Industrial Commission, Boston, Mass. 
Mr. Farley. 


STATEMENT OF C. J. FARLEY, ASSISTANT EXECUTIVE DIRECTOR, 
MASSACHUSETTS DEVELOPMENT AND INDUSTRIAL COMMIS- 
SION, BOSTON, MASS.; MEMBER, REGIONAL ADVISORY BOARD, 
SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. Far.tey. Mr. Chairman, members of the select committee of the 
House, friends in the Small Defense Plants Administration and fellow 
New Englanders, as a representative of the Development and In- 
dustrial Commission of Massachusetts, the State in which this con- 
ference is being held, and as a fellow worker in the interests of small 
business, I wish to say that the select committee of the House is indeed 
welcome. 

Massachusetts industry, by whatever yardstick you measure it, is 
predominantly small business. We are vitally interested in anything 
and everything that will assist small business. We hope that out of 
this meeting will come something concrete and effective toward that 
end. 

I am not going to speak of the needs of small business. You know 
largely what they are, and if you don’t, there are many here who will 
tell you. I came here today primarily to listen and to learn. 

I would like to say something, however, on what small business 
does not need, and that is the ballyhoo of panaceas to help small 
business—panaceas that don’t pan out. In the past there have been 
many such, to wit: 

(a) The distressed area idea whereby of two identical bids the 
distressed area could be given preference. 

(6) The giving of contracts to small business when two bids, one 
large and one small, were identical. 

(c) Various juggling of the above, whereby big business in a dis- 
tressed area got preference over a small business outside, and whereby 
big business outside, but performing the contract in a distressed area, 
had precedence over jon «eee outside the area. 

(d@) The National Task Force created earlier this year and widely 
publicized as the answer to small business problems, then dumped 
a few months later. 

(e) Production pools now being publicized by yourselves, your con- 
freres in the Senate and SDPA. 

All the above may have had merit, but their merits fell far short of 
what the publicity claimed and left the small-business man with a 
feeling that his Government had let him down. 

I would like to mention production ls again. During the war 
when the Government was combing the er pela and byways for 
people to produce war 3, there was real reason for their forma- 
tion. We here in New England had one to produce the Garand rifle. 
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Seven New England firms participated. It was properly engineered, 
seven processes were needed, and seven firms located, who could each 
handle one specific process. 

I understand that an officer at Boston Ordnance was largely re- 
sponsible for the pool’s success. Many other pools were not successful. 

We, at the development commission, have given considerable time 
and thought to the idea of fathering the creation of a production pool 
here in Massachusetts. We do not believe that it sediend sense to ask 
industries to form a pool and then look for a product. To try and 
needle Massachusetts small industries into spending time and money 
in organizing a pool with no specific types of product in mind, ones 
frequently purchased by Government agencies, seems purposeless. 

We have written the SDPA in Washington for a hst of products 
susceptible to pool bidding. A courteous but not too informative 
reply has been received. Apparently no such list has been compiled. 
It has been suggested that items could be located by a study of the 
Department of Commerce Consolidated Synopsis of Proposed Pro- 
curements and the Government Procurement Manual. 

Perhaps they can, but we feel that the Federal Government, which 
is promoting pools and which represents 48 States, is in a much better 
position to do so than a single State agency. We would like to leave 
that thought with your committee. 

In closing, 1 would like to pay tribute to the personnel of the regional 
SDPA, the Department of Commerce, and the small business spe- 
cialists with the armed services. I have always found them cooper- 
ative and hard at work in their efforts to help small business. 

Mr. Mvurer. Thank you, Mr. Farley. 

Mr. Dalmas? 

Mr. Daumas. Mr. Farley, I was interested in your comment about 
the formation of a pool to manufacture the Garand rifle. Were these 
same concerns approached last year when the Army let a considerable 
contract for the M-1 rifles? 

Mr. Fartey. I know that a number of Massachusetts firms were 
working on that. I do not think the same group was approached. Like 
all the rest, I think they disbanded completely after the particular 
' project they were formed to produce was completed. 

Mr. Datmas. There was a large contract for those rifles that was 
let to the International Harvester Co. last year and they had to re- 
equip an entire plant to manufacture those rifles. I am just throwing 
out the suggestion that perhaps if that same pool had been in opera- 
tion, you might have gotten in on that contract. 

Mr. Fartey. Well, as I remember, the Harrington & Richardson Co. 
here in Worcester was working very hard to get the contract and at 
one time felt very hopeful of being able to do it. There didn’t seem to 
be a need to set up still another one in Massachusetts. I am working 
for small business in Massachusetts, it is true, being paid by the State. 

Mr. Datmas. That is right. Your idea of the qual \echalane is that 
first an item should be selected for manufacture and then draw in the 
concerns that will properly fit into the various parts of that? 

Mr. Fartey. It would seem to me that that makes more sense than to 
get a group together and then ask, What the deuce can they make? 

Mr. Murer. Who is going to select the item ¢ 

Mr. Fartery. I do not know that I can answer that. 


86267—52—pt. 422 
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Mr. Mvurer. I know that I am stumping with the question, but I 
did it very deliberately, not invidiously, however, because I think that 
this country has been built up by the enterprise of its citizens using 
their own ingenuity, either alone or in cooperation with others, and if 
you are going to wait for the Government to say, “Here is an item that 
we are gong to pool people to make,” you are waiting for what isn’t 
going to happen. That isn’t the function of government. Somebody 
has to take the bull by the horns and do something about it, 

Whether it is a gentleman in your position or somebody in industry 
who will bring some other men in the same or allied industry to- 
gether or not, somebody has to sit down in either the small business 
associations, some executive director or somebody who is in industry 
and is willing to probably build himself a job by getting a pool to- 

ether and say, “Here is an item that lends itself to pooling,” and then 
bring together the various men who can participate in it. Then you 
will have your pool and be ready to bid. 

But if you are going to wait for government to name an item, gov- 
ernment doesn’t operate that way. You and every businessman in this 
community would yell that government is getting into business again. 

We do not want government in business. We want government to 
take care of government and business to take care of business. Am I 
right ? 

Mr. Farry. During the war you had quite different conditions. 
You had business that was very, very anxious to get into the picture. 
Nobody is coming to us and saying, “Will you help up form a pool?” 
L wish they would. Then I would feel I had some basis to get on the 
ball. But to go out in the highways and byways and say, “Well, now, 


you fellows ought to get together and form a pool,” and they say, 
“Well, what will we make?” you are just running around in circles 


until you get a point of a 


Mr. Datmas. When you have a defense effort we know you are going 
to make guns and tanks and planes and boats and a lot of other things. 
My only point in bringing that up on the Garand rifle was that you had 
a Sesceatel pool. 

Mr. Faruey. That is right. 

Mr. Damas. That existed in World War II on the Government’s 
own motion because they were searching for people, but here was a 
multi-million-dollar contract that went to a manufacturer of agricul- 
tural machinery. Perhaps the contract would have come here if you 
had had this seven-concern pool, instead of leaving it to one concern, 
which for some reason or other the Government didn’t think was 
equipped to manufacture it. Asa matter of fact this pool idea started 
in New England when Eli Whitney brought a rifle down to President 
Thomas Jefferson and showed him how the separate parts could be 
made and how the rifle could be assembled. 

So you might say that in reality the pool idea and the assembly-line 
production idea both originated in this part of the country. 

Mr. Farry. What I would like is to have something to get my teeth 
into. 

Mr. Apams. As the chairman says, I think you have to form a pool 
with a diversified number of individual factories that can then join 
together and go after something. If you have 20 concerns in a pool, 
you might go after an item which is suitable to only 12 concerns in that 
pool, but they can take it and go on with it. Then the next contract 
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you get maybe the other eight will be suitable. But I think that one 
of the techniques by which small business is going to get in on this 
larger procurement is through the pool idea, if you will permit me to 
Say So. 

Mr. Mutrer. And you have to bear in mind, too, if our Government 
is going to continue to operate efliciently and effectively during a war 
or defense effort, we cannot impose on the procurement agencies the 
additional burden of waiting for a pool to be organized before they let 
a contract. They get their specifications together. They know what 
they need. They start advertising for bids. If, as of that time, some- 
body will come along and say, “Wait a minute, instead of letting this 
contract next week or next month, give us a chance to organize a pool,” 
and 2 months from now you will come back and give them a bid, we 
will never get anywhere. 

They have to use some imagination and ingenuity and get together 
on it in the hope that they will be able to be successful on it . It doesn’t 
cost them very much money to organize their pool. They may need 
some help. 

Mr. Fartey. The Garand group put in $5,000 apiece when they 
organized. They were organized on a nonprofit basis; that is, each 
made the profit on the particular article they made, but the pool, as a 
pool, made no profit and finally ended up so they got back their $35,000. 

Mr. Murer. Whether it is a pool operating for profit, which will 
be divided among the members, or operating as a cooperative, letting 
the individual members make the profit, is immaterial. 

Mr. Stevenson. We have never made—let me correct an impression 
which some of our overanxious gentlemen may have gotten confused 
about and gotten across—the SDPA has never advised that the crea- 
tion of a pool is the answer, because we do not know the individual 
skills of the area involved. We take the attitude at SDPA that we 
will assist you once you decide on this pool situation. We still assist 
in every way possible in clearing you through all of the ramifications 
of the Government agencies, the Department of Justice, and so forth, 
so that we will give all possible assistance, but we do not advise that 
a pool is or is not the answer, quite frankly, gentlemen. 

Mr. Mutter. That is primarily the decision that must be made by 
business. 

Mr. Stevenson. They must make up their minds in the area. They 
know the peculiar skills. They know the peculiar capacity which is 
presently open and all that sort of thing, and they come to us and say, 
“What can we make?” We will do our best to get an engineer down 
to help you and analyze those things and advise on it, but the idea 
that we would come in and say, “You ought to have a pool,” that may 
be the impression of an individual who is a little overanxious to say 
what you want to hear, perhaps. 

Officially, however, the agency will only advise and assist you in all 
possible ways of that nature. 

Mr. Muurer. Bear in mind, too, that one of the underlying princi- 
ples of our Government today, which was written into the law at least 
in part, or at least the law broadened in part, by almost every member 
of this committee, is that we are against trusts and monopolies, as such. 
We are not against business, big business. We are for small business, 
but we hope they will grow into big business. We will help them if 
we can. 
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There are antitrust laws on the books, and that is the fundamental 
law. The organization of these pools runs contrary to that, but we 
have specifically authorized them by law and have instructed the 
agencies to cooperate with people who want to form pools, so it won’t 
run in violation of the antitrust laws. 

I think that some of the people who would be the first to get into 
pools would also be the first to yell the loudest if the pool would re- 
main a permanent structure and thereby monopolize everything 
that went into the area in that particular field. 

Mr. Datmas. I would like to comment further on just one point. 
The SDPA is in a position to certify a pool without the necessity of 
waiting for it to be formed, and I think on a great many of these con- 
tracts that pools can handle, time is often of the essence. 

Mr. Fartey. When a bid comes out for a given thing, there isn’t 
time to form a pool and bid on that particular item. 

Mr. Datmas. I do not know how many more rifles they are going 
to buy, but I would wager that it would be worth while to look into 
the situation and get your seven concerns back together again and form 


a 1. 

Mr. Farry. I have gathered that the M-1 will never be purchased 

again. 
or. Mutter. If there is no M-1, there will be an M-2, or something. 

Mr. Datmas. They tell me the foot soldier is here to stay. I don’t 
know. 

Mr. Fartey. I have been down to Washington twice on it. I have 
tried to get my teeth into the thing. If the people of Massachusetts 
were flocking to us and saying, “We want a pool, how can we form it?” 

All right, we would have something to go on; but to go out and 
pick out a bunch of concerns, they would have to be financially re- 
sponsible, of course, and then say, “Let’s form a pool,” and ask “What 
can we bid on?” and ask them to go to the expense of digging up the 
engineering help without pressures from business itself, that didn’t 
seem to me to make too much sense, and I was hoping this would draw 
some information that would be helpful. 

Mr. Datmas. I am sure it will be from my part, Mr. Farley. I know 
Mr. Multer feels the same way about it. We will study your views 
very carefully. 

Mr. Fartry. Thank you. 

Mr. Motrer. Thank you, Mr. Farley. ; 

Mr. Josep Noonan. Mr. Noonan is the executive secretary of the 
Small Business Association of New England. 

Are you going to speak for the association today or the Hobbs Man- 


ufacturing Co., or both? 


STATEMENT OF JOSEPH D. NOONAN, SR., EXECUTIVE SECRETARY, 
SMALLER BUSINESS ASSOCIATION OF NEW ENGLAND, WORCES- 


TER, MASS. 


Mr. Noonan. No, I am going to talk about the general situation 
with regard to small business throughout New England. 

Mr. Muturer. Mr. Noonan is of Worcester, Mass., and helped our 
committee last year. We are glad to welcome him. 

Mr. Noonan. There was a statement made here today with 
to taxes and the impact of taxes on small business which I didn’t in- 
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corporate in my paper because I felt that this was largely testimony 
with regard to the situation that had to do with SDPA, but in goin 
around through New England I find that the impact of taxes on andl 
business is something terrific. 

What is happening is that the taxes are so high because the struc- 
ture of taxes is set with a view to big business and those same schedules 
are applicable to small business sad two things that happen as a result 
are: 

(1) That the small business pays such high taxes in proportion to 
the amount of money it has that it has little or no cash left for opera- 
tional expenses. That is one of the most difficult problems. In an- 
swer to that, of course, we set forth what we have in a bill introduced 
by Congressman Donohue and Congressman Philbin, which provides 
for the exemption of the first $25,000 of earnings of wy taxes or any 
part of it that is produced and plowed back into the business. We 
feel that will give an opportunity for small business to build up some 
cash reserves to keep its machinery up to date and keep its factory 
modernized. 

Mr. Murer. I think that bill you referred to makes it a condition 
sabe taneme to the tax-investment utilization of the profits in the 

usiness. 

Mr. Noonan. That is right. 

Mr. Motrer. If the first $25,000, up to that amount, is kept in the 
business as working or expansion capital, provided it is actually used 
in the business, then it is exempt. 

Mr. Noonan. That is right. 

Mr. Murer. If you want to draw it out and use it for something 
other than that business, it is not exempt. 

Mr. Noonan. Right. 

During the last 14 months I have talked individually with over 
1,800 small-business operators and owners. During this time we have 
had 16 regional meetings, each in a different New England city. I 
have listened carefully and attentively to the problems they have in a 
semimobilized nation, and I was struck with the eminently fair state- 
ments of these men when talking of the attempts of House and Senate 
to set up agencies and laws to help them. Their appreciation of the 
efforts of the Congressional Small Business Committees in their be- 
half would really be heartening to you. 

They are familiar with them. They appreciate them. In talking 
to them about these committees it is amazing to me to find that they 
know the names of the members of the committees, and just for fun I 
have asked them whether they are Democrats or Republicans and in 
most instances they do not know unless they happen to be in their 
own State. 

During this series of meetings we have had the pleasure of having 
Edward J. Stewart, regional director for New England of SDPA as 
one of the speakers to let them know what SDPA can do to help them 
with some of their problems and to answer any questions as to how 
they can use this agency, and he has done an outstanding job of giving 
to these small concerns the impression that there is an agency which 
is looking after their interests. You asked what they were doing in 
SDPA to publicize the work of SDPA, and I submit this has been a 
very helpful thing, to get small-business men of New England to 
know what is going on in SDPA and how they can use it. 
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They have been particularly encouraged by the recent “joint deter- 
mination” procedure, from which they expect some more definite re- 
sults in the way of subcontracts. 

I have accompanied a great many small-business operators for in- 
terviews with Edward Stewart and his staff and have been delighted 
with the careful down-to-earth advice and assistance given. The file 
of this office on possible opportunities for getting subcontracts and 
its up-to-the-minute information on primes awarded, even to those 
only awarded 4 or 5 hours ago, has been astounding to me and in many 
cases has actually resulted because of its timeliness in assisting the 
small-business operator to go the same day to the prime and get a 
subcontract. 

After that happened, within an hour after I had the man in the 
office he was in Providence and called me up an hour later and he 
had a subcontract. 

This, gentlemen, is really something and has made a profound im- 
pression on these men and the friends to whom they have told this. 

The matter of finances handled by SDPA recommendation to RFC 
is being handled as well as their powers permit. The financial men on 
the staff are competent and helpful particularly in showing how to 
prepare the necessary papers, but this is by no means as effective as 
the set-up in the Smaller War Plants in the last war where in a pinch 
the directors of Smaller War Plants could give the concern the needed 
funds where they felt they deserved them, without going over into 
another agency. 

I submit that I didn’t think of the plan that Congressman Multer 
gave you today of having all the lending in one agency and all of the 
servicing in one agency and to have the definite and conclusive recom- 
mendation made by other agencies to RFC. That seems to solve the 
thing that has been bothering the small-business man throughout 
New England. I think your attitude is an excellent thing. 

The matter of machine tools has not been at all satisfactory to the 
small concerns in New England. Here one senses a frustration that 
really tears your patience. There is a very definite feeling in this 
matter that they have not got a fair share as against the large concern 
and that the information as to what machine tools are available and 
where they are has been withheld from sources where they usually 
seek their information. And they do a great deal of chasing around 
to try to find those machine tools. 


SUGGESTIONS FOR HELP FROM SDPA 


Pools: In traveling throughout New England and talking with 
small-business operators, this matter of pools is one that they thought 
in the beginning had real possibilities for them, but after finding out 
that because of so many different agencies and bureaus having to be 
satisfied that all their multifarious regulations’ had been complied 
with before O. K.ing the pool that this set-up was worth absolutely 
nothing to them. 

The difficulties in finance alone in the matter of pools is almost 
insurmountable. This matter of pools has been the worst handled of 
all the attempts at assisting small concerns, and the many times that 
it has been announced that now we have the way to allow these has only 
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resulted in the pool finally being hamstrung by some technical require- 
ment actually preventing their formation except in rare instances. 
Here is an area of help which I believe could be developed if common 
sense and a real desire on the part of all concerned were present in the 
Munitions Board and the Armed Services Procurement. 

There is authority, as I understand it, in the SDPA to set up these 
pools, and when they are satisfied that one will work that should be 
it and it should not require any further O. K.’s by any other agency 
or procurement officer. 

Machine tools: We should have a list of machine tools available 
in printed or mimeographed form available with the conditions of 
acquisition and kept up to date, which any small business can write 
for or call up for, and be sent the complete lists. The amount of time 
which individuals have spent chasing up the possibility from office 
to office of various services is really incredible. 

Legal department delays: This is a particular sore spot with a 
good many business concerns. 

The matter of armed services’ legal departments holding up the 
final clash cash due small concerns is really unbelievable in its devas- 
tating effect on the condition of many concerns. The small concern is 
always short of cash, and these payments which the legal section holds 
up while they leisurely go their plodding and tedious way are funds 
desperately needed by the concerns to buy materials and to meet 
payrolls. And no bank will lend any money on these withheld funds, 
as they don’t have any idea how much of the funds will finally be 
paid to the small concern. I have seen a case in which a dispute about 
a few days’ delay of the contract which they could not determine were 
justified held up a payment of $10,000. 

Technical help: I want to say that the necessity for real engineering 
advice on some of the problems arising in processing a defense con- 
tract by a small concern which is not set up with highly trained tech- 
nical personnel is one of the most important, pressing needs and must 
be an integral part of SDPA. 

In conclusion, let me say that there is in the minds of practically 
everyone I talked with a feeling that their interests are being more 

carefully looked after through the Congressional Small Business 
Committees and that they are very alert to what they are trying to 
do for them and most appreciative. 

Mr. Muvrer. Thank you, Mr. Noonan. 

Mr. Rosenthal, would you care to comment on the subject of pools? 

Mr. Rosenruar. Yes, sir. 

SDPA has the legal authority to approve pools subject to the statu- 
tory requirements of consultation with both the Department of Jus- 
tice and the Federal Trade Commission and the actual approval of 
the Department of Justice. We do not require the approval of any 
military agency or any other procuring agency. It isn’t up to us, I 
think. to refuse permission to a pool to organize if we think they may 
have trouble getting contracts. We will suggest the difficulties to 
them. But the only requirements we have—and they are not in the 
nature of regulations—are simply submission of complete statements 
as to how the pool would operate and what concerns will be in it, and 
summary restatements of the financial conditions of these concerns 
and the volume of their business to satisfy us that the pool would have 
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the minimum requirements for a working organization and to satisfy 
the Department of Justice that there is no element of monopoly or 
restraint of trade involved in the formation of the pool. 

We have only minimum requirements to get the thing going. We 
do not have any regulations. 

Mr. Datmas. What is the expense of setting up a pool ? 

Mr. Rosenruan. It shouldn’t be too much. But in some cases un- 
necessarily high-priced lawyers have been engaged to set pools up. 
The impetus for the pool may come from a promoter or lawyer rather 
than from the businessmen involved, and there is a danger that the 

| may be set up on some sort of contingency basis or the concerns 
in the pool may expend a great deal of money unnecessarily before 
the pool even gets started. I do not think that it is really necessary 
to a much money to get started. 

Mr. Noonan. How many pools do you have in the country ¢ 

Mr. Rosenruat. Seventeen have been approved officially. A few 
more have applied, and their applications are being processed now. 

Mr. Noonan. Do you know why they do not apply ? 

Mr, RosenTuaL. y? 

Mr. Noonan. I think you ought to be able to get pools going now 
with the cooperation of SDPA. That cooperation has to come di- 
rectly from Washington. 

They sent a man into the area who is an expert on pools. Before 
this there were so many regulations and requirements. I know of 
seven pools that attempted it and had some of these high-priced law- 
yers and they drew up the papers, but it didn’t materialize. 

Mr. Muurer. Maybe they shouldn’t have gone to the high-priced 
lawyers. They should have gone to Rosenthal and Multer. 

Mr. Noonan. We would go to some of these SDPA low-priced 
lawyers. 

Mr. RosentrHan, We will do it free for you. 

Mr. Noonan. I am a member of the Maryland bar, too. 

Mr. Rosentuar. Much of the criticism before July was justified. 
Too many agencies were involved. We therefore asked that the au- 
thority to approve pools be given to SDPA, and the President gave 
us that authority. 

Mr. Muurer. Have you found resistance to letting contracts to 
00ls ? 

; Mr. Rosentuar. Yes; we have. The Munitions Board came out 
with a directive dealing with the subject, but the pools have continued 
to encounter problems in connection with the issues of financial re- 
sponsibility. These problems aren’t easy of solution, but they ought 
to be worked out, and so far have not been. We have been trying to 
get them decided. 

Mr. Mu crer. If you think the committee can be of any help, let us 
know, and we will set up an executive session between yourselves and 
the services involved and get the thing straightened out. We have a 
law on the books and we want it to work. 

Mr. RosentHat. Thank you. We may call on you for that. 

Mr. Datmas. I would like, Mr. Rosenthal, to have you tell us about 
certifying a pool. Do you take the same action under your certifica- 
tion power with pools as you do with individuals? 

Mr. Rosenruau. Yes, sir. We have only issued certificates, I be- 
lieve, to two pools. Our procedures are the same as in the case of in- 
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dividual firms, and certificates are issued with respect to specific con- 
tracts rather than the capacity of the pool in general. 

Mr. Datmas. Did those two pools get a contract? 

Mr. Rosentuat. The Peoria Manufacturers Association was 
awarded a contract of about $3 million. The Omaha Industries was 
the other one, and it turned out that they were not low bidder. Since 
then we have tightened our regulations to limit the issuance of cer- 
tificates to low bidders. 

Mr. Damas. I would like to ask Mr. Farley, Mr. Chairman, whether 
or not this little pane! discussion may have resolved some of the things 
that have been bothering him with regard to pools. 

Mr. Faruey. I think it is helping. 

Mr. Damas. That is what we want to do. 

Mr: Noonan. If you can have that executive session, that will be a 
tremendous step forward. 

Mr. Murer. Mr. Dalmas loves work. He has another job, setting 
up another meeting. We will be there. 

Mr. Stewart, do you want to tell us something about the machine- 
tool problem as referred to by Mr. Noonan ¢ 

Mr. Stewarr. My only comment there, Mr. Chairman, is that the 
mo eae that are available for such tools as are available makes 
it difheult for smal! manufacturers to get new tools. The only sources 


that are available to them are some of these recaptured tools from 
institutions on which until recently there has been a complication as 
to the method of withdrawal and the payment of out-of-pocket ex- 
penses. I think that has been clarified recently and should help some 
small concerns to secure many of these tools that have been recap- 


tured. So far as new tools are concerned, unless they have a high 
priority through a prime contractor, they have difficulty in getting new 
tools. 

Mr. Noonan. You have a long list of tools. 

Mr. Stewarr. We have a long list in our office of tools that are avail- 
able after arrangements for price with OPS. They are used in many 
cases, and some of them are not in ver y good condition. 

Mr. Noonan. Could anybody get a copy of that ? 

Mr. Stewart. Yes; I believe you probably can. 

Mr. Mutrer. Mr. Stewart, are you familiar with the program re- 
cently set up by NPA of assisting the small-business man to get ma- 
chine tools for use on specific defense contracts that may be let to 
them ? 

Mr. Stewart. I am familiar also with this new M-41, if that is what 
you are referring to, but the categories in which they can participate 
are very limited. There are nine excluded, and most of those nine 
are tools that the average shop needs—lathes, grinders, drill presses, 
and so on. They are still in short supply. So, what is left is quite 
limited. 

Mr. Mutrer. So, this new program will not go too far in helping 
alleviate that difficulty. 

Mr. Stewart. I cannot see where it is going to go tvo far. 

Mr. Stevenson. I can tell you that Mr. Stewart will shortly get a 
directive in connection with this machine-tool situation because 
SDPA’s Technical Enzineering Section has been working on it—Mr. 
Willis—and they are «bout ready to break out with this deal in con- 
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nection with the M-41 situation on certain specific categories. You 
will get relief of some kind in the near future. 

Mr. Murer. I do not like to disagree with anything that you say, 
Mr. Noonan. You are always helpful. But I must say that the point 
you make about technical help; that is, getting real engineering 
advice on some of the problems arising in precessing a defense contract 
by small concerns—quoting from your statement—is a pressing need, 
and you indicate that it should be supplied by SDPA. I for one do 
not think so. I think those engineering problems must be solved by 
the small-business man. I do not think it is the function of SDPA to 
hire engineers to go out and show these men how to do their problems. 
They need and have engineers so they can understand the engineering 
problems and talk intelligently to people and help them get set up to 
do the job. I do not think SDPA engineers should spend their time 
showing these men how to set up their contracts. 

Mr. Noonan. I wasn’t as clear as I would like to have been. What 
I had in mind was for SDPA to do the same kind of thing as Mr. 
Beaupre does over in Boston Ordnance. If one of their contractors 
gets into trouble, the Army will send engineers in there to help the 
fellow out. 

Not many of them dothat. They will get a firm that has made those 
things that this small-business man is making and have them send an 
engineer over there to see if he cannot straighten them out. I am 
not talking about technical help to throw in there but to find out 
whether or not he can get that kind of help. ’ 

Mr. Beaupre has done a magnificant job on that thing for Boston 
Ordnance, but he doesn’t go over to the Air Force, and so on. 

Mr. Muurer. That should be something left to the various armed 
services. We shouldn’t duplicate that effort in SDPA. They have a 
small budget and staff and they shouldn't assume the additional 
burdens that are being excellently taken care of by the services. 

Mr. Noonan. Wouldn’t it be possible for SDPA to get hold of the 
armed services and get something done for them ¢ 

Mr. Mvuurer. I am sure the staff and regional officers do just that. 
I am sure if the businessman went directly to the armed service pro- 
curement officers involved, they would give him that help. I am sure 
it is not necessary to go to another agency to call up another agency to 
get a man to help. 

In the first instance, the man who goes to SDPA for that doesn’t 
know that he can go to the procurement office for it. 

Captain Incram. That is a function that my office handles for the 
Navy, and there is a service to a considerable degree of the kind he 
wants. It is primarily, though, for the purpose of explaining the 
requirements of the specifications if they are not sufficiently clear, and 
in many cases in a developmental job to work out the details that had 
not adequately been done by somebody else’s previous experience. 
I do not think anyone in the Government who is making the contract 
should be required to tell the contractor how to do it, although often- 
times we can informally be of some help in that respect. 

Mr. Murer. From actual experience I know that most of the in- 
spectors are competent men who know the job and if they see a job 
being turned out improperly by a contractor, will, even though it is not 
his duty, say that the reason this is not turning out right is because he 
is not doing this and if he does that this way, it will turn out right. 
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I do not think SDPA should be in the position of doing that service. 

Mr. Noonan. They say so in the Defense Act. 

Mr. Dauas. It says technical assistance, but not engineering. 

Mr. Srewarr. It says technical and research assistance. It is very 
loosely put. I know we do not have in SDPA a force large enough 
to handle such engineering problems. 

Mr. Noonan. If we can get it from the services, that is all we want. 
He doesn’t care where he gets it from. 

Mr. Dacmas. These private firms of engineers have to live too. 

Mr. Srewarr. The only trouble with that, Mr. Dalmas, is that most 
of the little fellows do not have the money to employ them. 

Mr. Datmas. | imagine they could make some kind of an equitable 
arrangement. 

Mr. Mvuurer. Isn't that where the consulting engineer fits in, instead 
of being on 1 staff, he is on 20 staffs ? 

Thank you, Mr. Noonan. 

Mr. A. Dudley Bach, president of the New England Metallurgical 
Corp., Boston, Mass. Mr. Bach is also vice chairman of the regional 
advisory board for this region on small business. 

Mr. Bach. 


STATEMENT OF A. DUDLEY BACH, PRESIDENT, NEW ENGLAND 
METALLURGICAL CORP., BOSTON, MASS.; VICE CHAIRMAN, RE- 
GIONAL ADVISORY BOARD, SMALL DEFENSE PLANTS ADMINIS- 


TRATION 


Mr. Bacn. And a director of the New England Small Business As- 
sociation as well as a director of the Greater Boston Chamber of Com- 
merce, the small-business end of that. 

I am very honored today, but inasmuch as it is in the middle of my 
1 week’s vacation, I am not happy about it. 

On the other hand, we are willing to go out for small business in 


this area. 

What I say here is my own opinion, not necessarily the opinion of 
the advisory board. We discussed the problems of small business just 
at the most recent meeting of the advisory board and we all decided 
that orders were No. 1 in importance. They need additional busi- 
ness in this area. The defense orders are not coming in for those 
items—shoes, textiles, rough machining work, et cetera—as fast as 
they might, and there is a decided slack. This was the unanimous 
opinion of the committee that met recently. 

It was further agreed that the primary reasons for the existence 
of SDPA and its No. 1 job is to help small business secure its fair share 
of defense orders either through direct Government contracts or 
through subcontracts. 

Securing prime contracts or subcontracts for work that is out of 
our normal Ime, normal peacetime line, is not an easy matter for many 
small operators. Therefore we believe—and I believe—that small 
business is justified in asking the Government for help and guidance 
at this point in the defense or war economy. Small business is 
usually ignorant or uninformed of some of the following facts: 

Where and how to secure Government bids. 
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How to figure those bids as well as to be assured that the Govern- 
ment is easier to do business with in some cases than prime contractors. 
The Government is not a tough customer, we find, if you know your 
way around, if you are not startled oy the brass and the gold. 

ut many small-business men are, and they need not be, and that 
is where the SDPA can intercede for the small man. 

He knows whom to call at the Boston Ordnance, at the Navy Yard, 
or Watertown Arsenal, and so forth, and he can guide the small- 
business man rather than hand out contracts to him. 

I myself do not believe that the Government should send an engineer 
into any small-business man’s plant except in cases like jet aircraft 
which is new and foreign to the average small-business man. There 
there is a question of the tolerances that the Government insists upon. 
The method of measurement is again foreign. 

We have a case where there is a local man who is selling parts to 
the Detroit Arsenal and there is no place in New England where 
their gages are accurate enough to measure that job. The small man 
was not informed by the procurement agency at that time that the 
tolerance was so difficult and it might have been well to point out that 
fact. An engineer could have done that. 

But I do not believe the engineer should come into your plants and 
tell you how to run them. 

The inspection and packing is another problem that the Army and 
Navy has. They have special packaging processes. Once you get 
to the right man in the Army or Navy or Air Corps it is a simple 
matter. 

As far as financial arrangements are concerned, I fully agree there 
should be one Government agency. Our Agency, SPDA, can recom- 
mend, but I believe that one agency is enough. 

Small business doesn’t realize that after they have secured a con- 
tract there are many different types of loans they can get. If they 
could go to our regional director, Mr. Stewart, and discuss the prob- 
lem with one man, Mr. Stewart’s financial man, I think it would be a 
great help. 

Another problem which I know is true in a case [ was familiar with 
is this. A bid was issued. It said the material had to be delivered 
in 60 days—a gun part. The small-business man knew he was unable 
to get the steel for that job in less than 6 months. So he went to 
one procurement office and said, “What do I do if I cannot secure 
the material ¢” 

He was brushed off. . The procurement officer didn’t want to take 
the responsibility. 

“Tf you cannot get the steel, you can qualify that in your bid.” 

Again SDPA could explain his rights as a contractor in matters of 
that type. 

Small business is entirely ignorant sometimes of their rights re- 
garding the Walsh-Healey Act. We do not usually come into contact 
with that, but in many of the prime contracts the Walsh-Healey Act 
is spelled out very definitely. Then there are the matters of rene- 
gotiation, redetermination. 

I have seen many contracts signed by a subcontractor where he had 
to acquiesce to renegotiation but in only one case that I know of per- 
sonally was redetermination put in there. It wasn’t explained to the 
small-business man if his price was too low on certain types of jobs 
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and the specifications were changed, the contract could be redetermined 
upward. It wasn’t necessary for him to lose money on that particular 
contract. 

Our local office could explain that in detail to the man involved. 

There again we as individuals are not against big business. Big 
business subcontracts a great deal. We would like to see them do 
more. I do not think it is realized that many of the prime contracts 
are placed on what amounts to a cost-plus bas.3. 

I remember in the First World War there was a lot of publicity 
on cost-plus. Today in one form or another the cost-plus is back. 
The big fellows cannot lose. They get their 6 or 10 percent profit 
and if there is a loss there is redetermination and they are assured 
of a profit. 

In most cases the little man issues a firm bid and he sticks to it, win, 
lose, or draw. 

Certificates of necessity—very few small-business men realize even 
if they take a job unless they get fast write-off, a certificate of neces- 
sity on some of the alee they buy, they are going to lose money. 
They won’t come out with a whole skin after they pay their taxes. 

That is on prime contracts. Securing subcontracts is not much 
easier than securing primes, and it has been repeatedly stated that 
the salvation of small business in this defense period is subcontracts. 

Here the small-business man needs guidance on (1) where the prime 
contracts are in this area. If he can go to the office of SDPA and 
find a list of the contracts and the stall dain point out, “Here are sev- 
eral items you can make,” the small-business man will be happy and 
save a great deal of time. 

Of course, Mr. Stewart has and is building up a record of the prime 
contracts in this area. The small-business man doesn’t realize his 
rights as a subcontractor as far as renegotiation and redetermination 
go. All primes pass along the responsibility of renegotiation but 
very few pass along the privilege Ef calatetednation, The sub bids 
and in bidding he is usually bidding in a highly competitive field 
and he is either low or not. If he loses, nobody worries about it. 

I do not personally feel that a man should be bailed out, but if 
there has been a change in specification, if the price of steel has gone 
up during the period of his contract, the small man should know he 
is protected and the Government won’t wring every cent out of the 
small-business man. 

Financial responsibility—we have a case in New England. Many 
small-business men are gullible. We haven’t lived as much. They 
think, for instance, that if they secure a subcontract with a company 
who is a prime contractor to the Government their funds are pro- 
tected, that they do not have to do business with a Dun & Bradstreet- 
rated firm because the Government will protect the sub. That is 
not true. The sub is not protected by the Government and probably 
should rot be. But many small-business men are under the erroneous 
impression that they are protected. 

Again, Mr. Stewart and his staff can guide them on that point. 

Whenever a case of that type arises, they can guide them. 

We have the case of the Davis Aircraft. It went bankrupt. The 
RFC will have payment on their loan. The local bank may collect 
some, but there are about $300,000 owed to small-business men, a 
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hundred or more small-business men in the local area, which will 
never be paid. 

As a matter of fact, I happen to be a little familiar with that. I 
was a little miffed at the time that Government tools were put into that 
om because I thought there was adequate capacity in those various 

ines in New England to take care of most of the subcontracting at 
Davis Aircraft. 

I made it a point to go to the local Air Force procurement agency 
and they said, “I am sorry. That happens to come out of the New 
York Air Force district.” The local district didn’t have anything 
to do with it. I stopped there because I saw it was a waste of time. 

Mr. Stewart and his office tried to help Davis and to get somebody 
to take over Davis, and they have done everything possible, but we 
are stuck in that case. 

It seems to be impossible and the job is washed up. 

There is a point where a pool might have taken over. Most of the 
men on our advisory committee are a little fearful of pool operations. 

If you can get the man to head up a pool, he is probably running 
a pretty good business of his own. So too many of the pools are 
headed up by high-priced lawyers and not by technicians and busi- 
nessmen. 

Mr. Mutter. I thought a high-priced lawyer is a technician and 
businessman. 

Mr. Bacu. He is sometimes. 

Mr. Mu rer. That is the Davis Co. that you referred to—has that 
one into bankruptcy ¢ 

Mr. Bacn. Yes. 


or 
= 


Mr. Muurer. Has a trustee been aeons 


Colonel Boorn. Three trustees have been appointed. The court has 


appointed three trustees. 

Mr. Bacnu. The court made a decision. 

Colonel Boorn. They have an RFC loan, not a V-loan. 

Mr. Brennan. They donot have an RFC loan. They have a V-loan. 

Mr. Mutrer. Was the Davis Co. doing other than Government 
work ? 

Mr. Bacu. No; they were doing all Government work. 

Mr. Muurer. What was the cause of the bankruptcy; do you know? 

Mr. Bacu. I do not know. 

Colonel Pritirrs. Colonel Booth probably knows something about 
that. 

Mr. Mutrer. Colonel Booth, can you throw some light on the sub- 
ject? Were they underbidding on their Government jobs or was there 
a conversion of funds? 

Colonel Boorn. 1 couldn’t tell you. It is a complicated picture. 
They have a V-loan and an Army guaranty. ‘They are doing no prime 
work for the Air Force. They are doing subcontracting for a prime 
customer of the Air Force. That is why we have no particilar con- 
trol over it. They are a subcontractor for a prime contractor with 
us. I do not know why they went bankrupt. It is a combination of 
circumstances and management, and so forth. 

Mr. Murer. Here is a company that was apparently doing only 
Government work. Their credit at least was guaranteed. They were 
getting working capital or money they needed from a bank guaranteed 
by the Government, at least in part, and the material must have been 
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made available to them. It seems to me you have everything there 
that would mean success. They had machines, a plant. They had 
subcontractors taking the work. They had the contract and the 
money with which to do it. What went wrong? . Were their bids 
too low or was somebody taking too much salary, or just what 
happened ¢ 

Colonel Boorn. I couldn’t answer that. We were not close to that 
picture. We were not the guarantors of the loan. I wouldn’t be in 
a position to answer that. 

Mr. Muvrer. I wonder if Mr. Stewart could have somebody on his 
staff undertake to get the facts as they develop in the bankruptcy 
court and submit them to us for our record. 

Mr. Srewarr. I think if there is anyone from Ordnance here, they 
can give you that first-hand. They are the ones who had the large 
contracts over there, not the Air Force. 

Colonel Puiiers. They are not here. 

Mr. Murer. Is there anyone who can supply any information on 
the subject ¢ 

Colonel Puiirrs. They will be back a little later. They are out 
right now. 

Mr. Bacu. I am giving this as an example to show the need for one 
coordinating agency, particularly for small business. If there had 
been such an agency perhaps the Davis Co. could have had guidance 
and we could have subcontracter more ; I do not know. 

Mr. Damas. Sometimes a useful function is to keep small business 
from taking a Government contract. 

Mr. Bacu. That is right. 

Mr. Murer. How are we going to protect the subcontractor who 
takes the business from the prime? Obviously, the prime doesn’t have 
qualifications and qualifies unless he was found competent and finan- 
cially responsible. ‘Those two things are implicit in the award of the 
contract to the prime contractor. The subcontractor then has a right 
to go along = say, “I have a good man to do business with and I 
will get paid when I get through with my job.” How are we going 
to protect him ¢ 

Mr. Bacu. That is right. The loser on that deal was the small- 
business man in this area. 

Mr. Datmas. Another point is: Does the Department of Defense 
need this material that they were turning out? What becomes of it / 
Is it washed down the drain’ Who gets it? 

Mr. Srewarrt. I understand that the contracts were removed from 
Davis Aircraft and placed elsewhere. So far as SDPA is concerned, 
we made every effort to try to save that Davis Aircraft by getting 
other people interested in going in there and picking up where Davis 
left off. We had Helio Aircraft, who have since this happened re- 
ceived an order of a prototype heliocraft of unusual design and con- 
struction. They were willing to go into that plant and operate it in 
conjunction with their own operation, but it was so involved and 
would take so much time that ~ gave up the idea entirely. 

But there are a great many concerns that have no protection so far 
os that is concerned. 

Mr. Murer. The committee would like to hear suggestions as to 
how we could protect that subcontractor. Frankly, I do not know 
what you can do. Where the man has not made delivery to his prime 
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whoever takes over the prime will need the part and will make a deal 
with the sub and he will come out. But what about the parts that the 
subcontractor delivered to the prime contractor before the prime con- 
tractor went broke? He is an ordinary creditor unless we can work 
out something to protect him. 

Mr. Noonan. Don’t they have to have a bond to guarantee the com- 
pletion of that contract ? 

Mr. Datmas. They do not have to have it. It is within the dis- 
cretion of the procurement agency. 

Mr. Mutter. You are asking a biased witness because I am counsel 
for the Casualty and Surety Insurance Association and I am always 
yelling, “Don’t let a Government contract unless you have a bond.” 

Mr. Bacu. That is something we in small business might put our 
heads together on and find an answer to in 6 months. 

Mr. Murer. I hope we do not wait 6 months. 

Mr. Bacu. That is happening all over the country. 

Mr. Muurer. I hope it.doesn’t become too prevalent. We ought to 
work out something to protect that small-business man, otherwise he 
will go down under together with the prime. When the prime goes 
under he may have 10 or 12 subs who may be dragged under with him. 

Mr. Bacu. The other problems are scarce material that the small- 
business man is concerned with. It is much easier, somebody said, to 
get a million pounds of a scarce item than 5 pounds of a scarce item, 
such as nickel. That has been taken care of. The small-business man 
has no one place to go to. If he can go to the local small business 
office and find out his rights in the matter of scarce material, he will be 
happy. 

’rocurement of tools—again I can point to Davis because they are a 
dead duck and nobody is involved, but somehow they were able to 
come to the Government warehouses and get all the machine tools 
they wanted at the Government’s expense. They are on loan, to be 
sure. But we would like some of those small tools to go into the sub- 
contractors’ plants. 

In my own business I have been looking for a special type of press. 
I had to call up the local agency and they said, “We will give you a 
list.” They gave me a list of an arsenal down South and another in 
Ohio and another on the west coast. They said, “We are sure there is 
a tool there, but you better go and see.” It would have cost me $3,000 
and 2 weeks’ time to go to those places. 

The lists have been culled over so much by big business who have 
the manpower to go after those tools that it is hopeless for a little man 
to get one tool. So the little man is now unable to get it. 

le is now able, without priority, to buy a tool. But again you 
have a problem there and few of them realize it. If you spend $20,000 
for a precision screw machine, such as they talked about this morn- 
ing, no matter how much money you make on that, unless you get a 
fast write-off, you cannot come out even. You end up your job with a 
beautiful $20,000 screw machine, you have paid Government excess- 
“a tax to the extent of 60 to 70 percent, and you are in a peacetime 

usiness with a screw machine with no business. The result is that 
the small-business man, unless the Government puts tools in his plant, 
as they do with primes, cannot afford to go after new tools. 

Mr. Datmas. I want to ask Mr. Rosenthal if there hasn’t been a 
deal worked out between SDPA and DPA to have a certain set-aside 
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on the TA’s for small business in such situations as Mr. Bach de- 
scribed—a certain percentage set-aside. 

In other words, if they are going to have a million dollars in TA 
write-offs, small business gets $250,000 of it, or something like that— 
in that proportion. 

Mr. Rosenrnau. Yes, sir. Within each program that DPA has 
worked out, that is so. One trouble is that this development has come 
a bit late in the game. Many expansion programs have been com- 
pleted and these set-asides for small business do not apply to appli- 

cations that are already in the hopper, but only as to expansion for 
which applications have not been received. 

Mr. Muurer. The problem is one that could be presented to the 
Ways and Means Committee and they be asked to make some revision 
or appropriate revision in the tax laws so as to take this into account. 
When you write these tax laws looking to the future, you cannot 
foresee all these difficulties. Ordinarily any member of the Ways and 
Means Committee would say it just isn’t right to go out and let a 
man buy a new machine that he might be able to use in civilian pro- 
duction and pay $10,000 and write it off in a year or two. If you can 
make out a case that here is a machine you bought for a defense con- 
tract which you do not need any more once the defense job is finished 
and you cannot use it in your civilian business, you might ask to write 
it off in 1 or 2 years and I think you will get a good reception from 
the committee and you will probably get some relief. 

Mr. Bacn. I would like to see some research on the fast write-offs. 
the certificates of necessity issued. It is millions for this and millions 
for that. But there are very few items of $10,000 and $20,000. 

Mr. Muvrer. There you are dealing with an expansion of a plant. 
You are not buying a piece of machinery only. The prob! em you have 
doesn’t fit in with the fast write-offs on expansion of plants because 
the taxing authorities do not look on the purchase of one machine in 
a big plant as anexpansion. You have a peculiar problem that should 
be presented to the Ways and Means Committee, that should be 
remedied and can be remedied. 

Mr. Bacn. SDPA can do something about it if we are given some 
time. The Boston Herald had an article on the front page saying that 
the impact on future taxes of the great amount of fast write-offs is 
hardly appreciated. Small business hasn’t been in on that program. 
I myself applied for a small certificate 6 months ago for $30,000 and I 
got it. 

Mr. Davmas. Here is what happened at DPA. They had applica- 
tions for billions of dollars in TA’s. They first took the basic ex- 
pansion programs like steel, aluminum, copper, and so on, and certain 
other programs such as freight cars, vessels, and they gave those fel- 
lows TA’s in the billions. At the same time you had a big share of 
applications from small business running into all sums, a million 
dollars or less—thousands upon thousands of them. They just took 
the big ones and passed them on out and the little ones are still there. 

Mr. Bacu. They are not at the bottom of the pile. 

Mr. Datoas. They had a freeze on them for a long time. It is a 
problem that is within their discretion to go back, if they 80 desire, and 
sie up a lot of these applications of the small fellows who have de- 

ense contracts for all of this sort of thing that we are talking about 
and allow it to them. Shas hether they will or not, I do not know. 


&6267—52—pt. 4——_ 
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Mr. Motrer. You have to have in mind the tremendous number of 
applications for the tax amortization certificate. That is why I sug- 
gested that the Ways and Means Committee would go along with the 
suggestion to have a general rule written into the regulations and 
have the Revenue Department enforce it. The Internal Revenue 
Department could process those applications and decide case by case 
who should get the fast write-off. As far as small business is con- 
cerned, it is a universal problem. It is no longer a particular problem 
as far as they are concerned, and I think it ought to be handled that 
way rather than in the emergency agencies. 

Mr. Datmas. You want to take up the slack that has been causing 
a hardship on small business and get a little small business legislation 
into the tax laws. That is where it ought to be. 

Mr. Bacu. That is right. 

Mr. Datmas. I think that is absolutely correct. 

Mr. Bacu. We go along with that. 

Those are some of the problems I recited. The regional advisory 
board have had two ehdial waseabeis. We have had other meetings in- 
formally with Mr. Stewart, and we have discussed Mr. Stewart’s re- 
port or that portion of the report that was not confidential. Just 
how much Mr. Stewart’s business with small business in this area is 
confidential they haven’t decided at the Washington level. Some of 
the problems, such as the loan discussed this morning, we knew noth- 
ing about. It apparently was not presented to us. 

Mr. Stewart has been understaffed. He is building up a fine staff 
of local men. We think from now on things are going to go smoothly 
and at a faster rate. 

The regional directors have been active. We may need more, or we 
may need a different type, but that will probably be discussed more in 
Washington at the next national advisory m ; 

Mr. Dautmas. You said regional directors; you meant regional 
advisors. 

Mr. Bacu. I meant regional advisors. 

In addition to these specific cases where the SDPA has helped, there 
is a feeling that if it does nothing more than avoid the frustrations 
that Joe talked about, there is at least one central agency in New Eng- 
land where the small-business man can go and let his hair down or 
cry on somebody’s shoulder. Then they can send him over to the Army 
or Navy. They do a good job in this area of taking care of small- 
business men. 

The one-stop idea in itself justifies the SDPA. 

I personally—and Mr. Stewart, too—am afraid of pools at this 
stage. It is a major operation. There is a lot to be thought about. 
How can the program be approved? Give more authority to SDPA to 
earmark certain Government orders for small business. If the pres- 
ent friendly methods of joint determination do not work, perhaps the 
SDPA will need more authority along that line, but pacha it will 
not. The joint determination ‘he just come into being at the local 
level. We seem to be making progress. 

We are breaking large orders up into small ones. 

I firmly believe that trailer job could have been handled by many 
smal] companies. True, airplanes cannot be built by small companies. 
The trailers could have been broken up into 20 or 25 separate orders— 
an economical breakdown. 
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Make it mandatory that a certain portion of a prime contract be 
subcontracted. Give the prime who has subcontracts more favorable 
treatment under the renegotiation laws. I think that is an accom- 
plished fact now. 

Furthermore, give SDPA time to prove itself. It has just been or- 
ganized, and it seems to me they shouldn’t have to spend their next 6 
months in fighting for additional appropriations. Give them 6 
months or a year of life before you cut their throats. 

We have many agencies that say they are helping small business, 
but they are not. 

In closing I would just say that there are too many private organ- 
izations as well as Government agencies who attempt to justify their 
existence by giving lip service to small business. SDPA is the one 
agency that can be judged by its deeds if given sufficient time or author- 
ity. If one segment of our business, such as the farmer—and he is 
supposed to be a businessman—is to be protected against poor man- 
agement, price changes, as well as other business hazards, it seems 
only fair that small business of an industrial type should be given 
some help and guidance. 

I would like to repeat that the small-business man does not look for 
charity. He simply wants equal opportunity with others in these 
critical times. 

Mr. Muurer. We won’t be accused of turning our Government 
socialistic if we continue to help them ? 

Mr. Bacu. We do not want help in that way. 

Mr. Murer. That is just a political speech. 

Mr. Bacn. No; we are rugged individualists in New England. We 
can pretty well get along. We want equal opportunity. 

Mr. Muurer. We are here to see that you and the rest of the coun- 
try get the same equal opportunities. 

Mr. Bacu. I am sure you have small business at heart, and that isn’t 
a political speech. 

Mr. Muurer. Thank you very much. 

Mr. Spang, William Spang, of the Needham Manufacturing Co., 
Needham, Mass. 


STATEMENT OF WILLIAM SPANG, NEEDHAM MANUFACTURING 
CO., NEEDHAM, MASS. 


Mr. Srana. Gentlemen, I would like to give you a specific instance 
where the Small Defense Plants Administration was instrumental in 
obtaining a major armament contract for this company. 

I represent the Needham Manufacturing Co., a family partnership, 
of Needham Heights, Mass. This company was established, under 
the name of the Cube Steak Machine Co., by my father, Joseph P. 
Spang, in 1926. The name was recently changed. 

Normally we manufacture meat-market equipment, principally the 
cube-steak machine. We have approximately 100 employees and 
annual sales of $1,000,000. 

Our plant space is 30,000 square feet of modern construction and 
is equipped for metalworking, with about 100 medium-sized machine 
tools, with a fair sprinkling of all types. 

Office of Price Stabilization ceiling regulations, established in May 
1951, placed a price ceiling so low on cube steaks in meat markets that 
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the sale of these steaks was practically eliminated, and, under such 
circumstances, meat markets naturally were not buying our machines. 
Our business dropped to about 10 percent of its normal volume. 

Although we were already producing parts on a small scale for the 
rearmament program, we now moved vigorously to replace the drastic 
cut in our civilian business with additional armament contracts. We 
had a considerable amount of experience in similar production during 
World War II, when our full plant capacity was operating on a 
24-hour basis, producing armament pentane in the years of 1942 
through 1945. 

Our best opportunity to replace our lost civilian business with an 
armament program came on March 11, 1952, when we entered an 
advertised bid for the Browning automatic rifle gas cylinder—exhibit 
piece—with the Springfield Arsenal. The quantity was 20,000 cylin- 
ders, and our total bid came to approximately $305,000. 

We felt we were particularly janted to produce this piece, because 
we were already successfully producing a gas cylinder for the 20- 
millimeter gun, for the Naval Gun Factory. These two pieces are 
similar in many respects. There is the piece that we bid on 
| displaying |. 

It turned out that we were the lowest, financially responsible, bidder 
on this Browning automatic rifle gas cylinder, and, as a result, a survey 
of our plant was made by the Springtield Arsenal. A few days after 
this survey had been completed, we discovered that our bid was going 
to be rejected because of our lack of some particular machine tools, 
principally milling machines. 

Although we were aware of the fact that we had a deficiency of 


milling machines, we had oe to overcome this problem by the pur- 


chase of six additional milling machines for our own plant, plus the 
additional help of some subcontractors. 

Naturally, we were very disappointed that we were turned down as 
a possible supplier for this part, because we felt quite confident, espe- 
cially with our previous experience in this type of work, that we could 
produce this part shdpceantialiy We had been producing and were just 
about finished with this item for the 20-millimeter gun, which you 
can see is pretty similar to the part we are now interested in. 

At this point, we turned to the Small Defense Plants 
Administration. 

We telephoned Mr. Stewart, New England regional director, at 
11 a. m. one morning, and by 3 p. m. that afternoon he had a deputy 
director, Mr. Peabody, at the Springfield Arsenal, getting information 
on our case. 

With their knowledge of procurement methods, and the entree they 
have to such departments, the SDPA was able to get a clear picture 
of the arsenal’s reasons for rejection. With this in hand, they re- 
turned to us to find out how we intended to overcome the apparent 
deficiencies. As a result of these meetings, it was felt that if more 
detailed plans of how we intended to fill in our weak spots were 
presented to the arsenal, a favorable decision would be sa on 

The Springfield Arsenal cooperated to the fullest extent, and now 
gave us a second chance to present our case. This time, with the advice 
of the SDPA on how to tackle the selling job, we emphasized methods 
we intended to use to overcome the lack of machine-tool facilities. We 
had with us a notarized statement by a reputable machine-tool re- 
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builder that he would hold six milling machines for us for delivery in 
60 days. These were used machines, and would be rebuilt for new 
during that period. Delivery on any new machines would be too late 
to be of any use in meeting the delivery requirements of the contract. 
We also had letters from several subcontractors, stating just how 
many machines they had available that could be put to work on this 
particular contract. 

With these specific assurances that we would be able to obtain 
enough milling machine capacity, the arsenal was able to reverse its 
original rejection, and award us the contract. Therefore, we feel that 
we have been able to obtain this contract only through the arsenal’s 
willingness to give us a second chance, and through the expert advice 
of the SDPA on how to present our sales story so that we could come 
out with the job. 

As a matter of fact, there is a sequel to this story that emphasizes 
just how valuable this SDPA assistance was, because just 1 month 
after we received this Browning automatic rifle cylinder contract, 
a much larger quantity of the same gas cylinder, 68,000, was put out 
for bid, and again we were the lowest responsible bidder. Because 
the arsenal was now so well acquainted with our facilities to do this 
type of work, we were awarded the second contract without question. 
This second contract amounted to $745,000, so that the combination 
of these two contracts has resulted in work that will guarantee to 
keep our plant busy on armaments for an entire year, and tide us over 
until our normal peacetime product can be put on its feet again, until 
such time as conditions change and we can go back to normalcy. 

You may be interested to know that these particular contracts are 
proceeding successfully, and progress is being made according to plan. 
We now have the particular six reconditioned milling machines set 
up in our plant; all jigs, fixtures, and tools are on hand; forgings, 
notwithstanding the steel strike, are now being delivered ; and machin- 
ing has begun on a pilot run. 

I wish to thank you gentlemen for the opportunity of telling you 
this story of how the Small Defense Plants Administration has di- 
rectly and materially helped us convert to armament production. 
This assistance has helped to keep our plant operating at capacity, 
in the face of a 90-percent cut in our civilian products. 

Mr. Murer. Mr. Spang, the milling process is just one process in 
the contract, is it not? It is just one part. The work done on the 
milling machines that you had a subcontractor and other milling 
machines you bought was just part of the job. 

Mr. Spanc. Yes; although milling operations are the majority of 
the operations on this piece. There are approximately 40 operations 
and 24 of those operations are on milling machines. It takes one op- 
eration to a machine in order to get production out. So it takes 24 
milling machines all told to do the job. 

Mr. Meurer. When you get through with this job will you still have 
need for the six additional milling machines you have in your plant? 

Mr. Seance. We do not know. We can scrap a few older machines 
in our plant when we are through with this program and use the 
newer ones. They may be adapted. We do not know. 

Mr. Damas. I have no questions, Mr. Chairman, but I am very 
happy to have that specific instance of accomplishment by SDPA. 
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Mr. Mouurer. I am sure that the same hing is being repeated 
throughout the country by SDPA and we are glad to have someone 
come forward and give them a pat on the back. 

Mr. Sprane. We are glad to do so. We got the help and we are 
glad to tell you about it. 

Mr. Muurer. Thank you, sir. 

Mr. Eaton, Frederik Eaton, director of the Research and Design 
Institute, New Haven, Conn. 

(The following report was submitted by Office of Price Stabili- 
zation :) 


Orrice oF Price STABILIZATION, 
Washington, D. C., September 8, 1952. 


Teo: Leo H. McCormick, Assistant to the Director, Small Business Relations. 

From: Arval L. Erikson, Director, Food and Restaurant Division. 

Subject: Statement made by Needham Manufacturing Co., to Select Committee 
on Small Business, House of Representatives. 

CPR 25, the regulation which controlled ceiling prices of beef at retail, author- 
ized the sale of cube steaks at a uniform price for all grades. 

The reason for this uniform price was because cubing (scoring) a beef vir- 
tually destroys the grade identity as well as the identity of the primal cut from 
which the steak is derived. If OPS had priced cube steaks by grade and cut, 
it would have provided an obvious method to avoid the provisions of the regula- 
tion by allowing the substitution of low grades and low-priced cuts for the 
higher-priced grades and cuts. However, the regulation provides that if a beef 
cut is cubed (scored) in the presence of the customer, or pursuant to special tele- 
phoned order, it may be sold at the ceiling price applicable to the beef cut prior 
to scoring. Both provisions protect the consumer but provide retailers a method 
to continue their customary sale of the better grades of cubed steaks. 


STATEMENT OF FREDERIK S. EATON, DIRECTOR, RESEARCH AND 
DESIGN INSTITUTE, NEW HAVEN, CONN.; MEMBER, REGIONAL 
ADVISORY BOARD, SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. Eaton. Mr. Chairman and members of the House Small Busi- 
ness Committee, my name is Frederik S. Eaton. I am director of 
research of the Research and Design Institute, Inc., of Manchester, 
N. H., with offices in New Haven, Conn. May I add that this is a 
research corporation very much engaged in research and development 
of the products of manufacture of small New England concerns. 

I am a director of the Smaller Business Association of New England 
and am a member of the New England Regional Advisory Board of 
the Small Defense Plants Administration. 

We are asked: (1) “What are the problems facing small-business 
men?” The greatest problem facing small-business men in Con- 
necticut is that they do not have enough volume of business to keep 
their businesses going at a profit. Material scarcities and rigid regu- 
lations applying to many of the metals used in their peacetime manu- 
facturing has interrrupted their normal civilian production.. Their 
wom, per, in defense work has not at all approached a volume suf- 

cient to make up for their loss of regular peacetime work. Despite 


what Congress has tried to do, despite all the publicity given to at- 
tempts to aid small business, the actual amount of subcontracting these 
small businesses have been able to get is still very little. 

May I interpose another paragraph not in my prepared script. An 
earlier speaker said that the opinions were his own opinions. I was 
asked to come up here as a representative of the people in Connecticut. 
In the 2 days immediately preceding I spoke to a large number of 
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persons to whom I was steered by another director of the Small Busi- 
ness Association of New England, in Connecticut, in the area roughly 
from New Haven west to Bridgeport and Stamford. So, while like 
the editors of some of the popular magazines, I am not responsible for 
the statements given to the extent of agreeing with them, they are the 
statements as given to me, and I will use quotations where they are 
quotations. 

The hardest hit subdivision of small business in Connecticut is the 
really little fellow—the man with about a dozen employees—a man 
who may only have been in business 7 or 8 years. He can’t get jobs 
or subcontracts or expand to get jobs without financial aid, and he 
can’t get financial aid. He does not have ample capital for expansion 
if he can get a contract or subcontract. His only assets may be his 
personal real estate and a very small plant valuation. 

This little fellow must depend on subcontracts if he can get them; 
he wonders if SDPA is using what power it has to step in and place 
contracts where work is needed. 

Yesterday I talked with a representative of some of these small- 
business men in the Bridgeport, Conn., area. They said, “Big business 
naturally places its subcontracts at the lowest figure bid. Many little 
fellows are so starved for work they-are bidding unreasonably low 
just to get work to keep going at all. We can’t get ahead or even stay 
in business this way.” One small plating business in Bridgeport said, 
“We can’t get nickel legitimately except on specific Government order. 
We want to stay in business. Can we either be certified for an allot- 
ment and get a subcontract or defense job or must we do what many 
others are doing and purchase nickel that is now freely offered us by 
black marketeers‘ Of course we don’t want to operate illegally.” 

I will skip over questions 2 and 3, “What function has the regional 
advisory board served ¢” and “Have its recommendations been adopted 
by SDPA? because I feel these will be answered adequately else- 
where and turn to questions 4, “What has been the value of SDPA 
operations in your area” and 5, “How could its program be improved ?” 
Connecticut feels that SDPA in Boston has definitely been helpful. 
They feel however that they, especially those in western Connecticut, 
are too far away to visit Boston for help, so it has been of little value 
to them. The small-business man who both works in and runs his 
plant can’t take the time to go to Boston. Although fully conscious 
of the Nation’s need to keep its expenses down they wonder if more 
regional offices would not make SDPA more effective, especially in 
so highly developed a manufacturing area as central and western Con- 
necticut. 

I learned of one Bridgeport concern that is currently being helped 
by SDPA in its preliminary efforts toward getting an RFC loan. 

SDPA can also help small business (1) = implementing prompt 
action by the legal departments of the various Government services 
whose delays in action and decision may put a small concern out of 
business. 

(2) By its technical staff securing reasonable and intelligent in- 
spection of production. 

(3) By continuing to aid small business in its proper presentation 
and preparation of loan applications. 

(4) By continuing to use it as authority, at a high level of integrity, 
to issue certificates of competency of small businesses. 
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(5) By insisting that the greatest of care be taken in the appoint- 
ments, both at the top level in Washington of a new Administrator, 
and to the staff of regional offices, of men who have had experience in 
small business and who possess unquestioned loyalty to small-busi- 
ness welfare. The staffing of these offices with men whose experience 
and qualifications for these jobs consist only of having worked in 
other Government bureaus will weaken and could destroy the effec- 
tiveness of this agency. 

(6) By insuring (@) that all SDPA regional offices, present or fu- 
ture, equip themselves as well as has the Boston office with a highly 
workable file on awards to prime contractors, including probably 
subcontractors needed, and an equally valuable file of small-business 
facilities available in the area; (4) that an effective engineering staff 
be made available; (¢) that the new joint-determination program with 
the armed services be implemented promptly, and (d) that it has 
permission to sit in at every procurement and make recommendations 
toward small-business participation wherever advisable. 

Small business wants and will lean on its own breakfast. It realizes 
that it is the basis of sound American economy. It only asks a fight- 
ing chance and reasonable help. 

I thank you. 

Mr. Motrer. Mr. Dalmas. 

Mr. Dautmas. Mr. Eaton, where in Connecticut would you recom- 
mend an office to be placed or have you already made such a recom- 
mendation ? 

Mr. Eaton. I have made no recommendation. I was unavoidably 
absent from the second and last recent meeting of the advisers here 


in Boston on the 20th of the month, so there has been no opportunity 
to make such a recommendation. I have not given the matter thought. 
I would say New Haven or Hartford or a third choice, Bridgeport, 
would be more central to the areas requiring help. 

Mr. Damas. If such an office were established down there, do you 
have any thoughts on how many pooust should be in such an office 


and whether or not you have available personnel from that part of the 
country who would be willing to serve the agency ? 

Mr. Eaton. I think I can best reply by saying that I am personally 
rather ill-equipped to answer that question, as much as I am interested 
and would be very happy to be helpful. 

Mr. Dataas. What prompts that question is the fact that in pre- 
vious hearings this year, where recommendations have been made for 
the establishment of district offices, usually there was an accompany- 
ing recommendation that some particular person or persons within 
that area who were entirely familiar with the problems in the area 
be given first consideration for the job. That was what prompted my 
question. That seems reasonable; doesn’t it? 

Mr. Eaton. Very. 

Mr. Datmas. I do not believe I have any other questions, Mr. 
Chairman. 

Mr. Mouvrer. Thank you very much. 

Mr. Hau. My name is Marshall Hall. I am with NPA. The 
gentleman made reference to material shortages, and he made specific 
references to obtaining nickel for plating through black-market opera- 
tions. I would like to point out that under NPA regulations there has 
been absolutely no necessity for any nickel-plating concern, large 
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or small, to deliberately go into the black market to obtain nickel for 
plating objects or articles which were legitimately allowed to be plated. 
Ve have had some instances where people wished to plate some items 
which were specifically prohibited and on which the plating by nickel 
was specifically prohibited, and those are the only instances, I think, 
that we will find where people have gone into the black market to 
cover up another illegal application of the material. 

As far as material shortages are concerned, I happen to have a little 
bit of close contact with the material requirements because I processed 
the CMP applications in my department and we have had very few 
people in New England suffering from a lack of material up to this 
point. At this point, when the restrictions have been relaxed to a con- 
siderable degree, allowing small business self-certification, the prob- 
lem ceases practically to exist. For example, in our office, in the re- 
gional office, taking care of all of New England, in one particular 
quarter only about 10 or 12 small-business hardship cases to send to 
Washington for special consideration came up, so that the material 
shortage certainly hasn’t been too acute in this district. 

I thought I should bring that out for the benefit of some people who 
may have been under a misapprehension as to just what this gentle- 
man brought out. 

Mr. Eaton. In reply to that, I would say that one of the groups of 
people I made an effort to contact were people in the finishing in- 
dustry. They seem to be universally in hard luck. They are grind- 
ers, buffers, platers, polishers, and finishers. Occasionally they get 
into a fancy intricate part and get a good job. On rough work they 
are having a hard time. 

The statement I quoted was made to me in good faith, and I could 
tell you, if you are interested, about people you may talk to who will 
give you names and addresses if you wish them. 

Mr. Mutrer. I think it would be well to supply them to Mr. Hall. 
I know he will be interested in having them. Then Mr. Hall can 
send us a supplemental statement on the subject if he sees fit. 

Thank you, Mr. Eaton. 

Mr. Russell E. Maintain, Maintain Products, Inc., Woburn, Mass. 

Mr. Maintain is the president of the New England Small Business 
Association. Mr. Maintain, we are glad to have you with us. 


STATEMENT OF RUSSELL E. MAINTAIN, PRESIDENT, MAINTAIN 
STORE ENGINEERING SERVICE, WOBURN, MASS., AND PRESI- 
DENT OF THE SMALLER BUSINESS ASSOCIATION OF NEW 
ENGLAND 


Mr. Marntarn. Thank you, sir. 

Mr. Murer. Proceed, sir. 

Mr. Marntarn. Mr. Chairman, ladies, and gentlemen; my name is 
Russell E. Maintain. I am the president of the Smaller Business 
Association of New England. I am also the president of the Main- 
tain Store Engineering Service, of Woburn, Mass.,—a small business 
manufacturing sheet-metal and wooden products for retail stores. 
The business was established in 1932. We employ 90 to 125 persons. 

The Smaller Business Association of New England promoted the 
formation of the Smaller War Plants Corporation in World War I, 
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and of the Small Defense Plants Administration in the present de- 


fense program. 

Early in World War IT, we found that unless special steps were 
taken by the Government the facilities of tens of thousands of manu- 
facturing plants and shops, the experience and knowledge, ingenuity 
and resourcefulness, and the boundless industry and energy of their 
managers and owners would be lost to the war effort. The teamwork, 
the work habits, the friendly relationships, the confidence in each 
other, the understanding and enduring loyalties which had been de- 
veloped amongst the individuals in these smaller producing groups 
could not possibly be transferred to the big-business and big military 
establishments which were rapidly absorbing them. 

My own company offers a good example of what was happening to 
small companies before Smaller War Plants Corporation was formed. 
At that time we employed about 20 persons. I had tried to get war 
contracts and subcontrates, and had called on war industries and Gov- 
ernment agencies all the way from Washington, D. C., to Bath, Maine. 
Everywhere I went 1 was told that our facilities were too small. 

Expanding my facilities meant buying more of the same kind of 
equipment which I already had. I tried to place orders for more 
machinery, expecting to finance the equipment through time-payment 
finance companies, but I found that the manufacturers of sheet-metal 
machinery were sold out for more than 2 years ahead. It was obvious 
that the orders were mainly for enlarging the establishments of the 
big companies, or of the big military or Government establishments 
who were trying to do all the work themselves and who were resisting 
subcontracts. This was despite the fact that my own little plant was 
practically closed—the number of employees had shrunk to less than 
five—and there were hundreds of other plants right around Boston 
and thousands of little plants throughout the country in the same 
condition—unable to get war contracts or subcontracts, and our ma- 
chinery was lying idle. 

Finally when Smaller War Plants Corporation was formed, we were 
«ble to get contracts which we could handle—hardware for ammuni- 
tion boxes—electronic cabinets and equipment and other products. 

May I say that this original contract which we received for am- 
munition box handles and hasps was a contract which was arranged 
by the Smaller War Plants and then broken down and various parts 
of that complete ammunition box contract awarded to various small 
businesses, so that we were all able to work together, sort of as a pool, 
and did a very satisfactory job, I am told. 

But after we got the contracts and our facilities were taxed, we 
found our finances were insufficient to cover the large amounts of 
material, advances to labor, accounts receivable and other costs which 
we needed to do an efficient job. We needed more money to carry 
the tremendously increased load, just as the big businesses needed 
more money. We were unable to get the needed funds from private 
banks, although we tried for many months. Finally the Smaller War 
Plants Corporation made a quick but thorough study of our operation 
end needs, and arranged a loan for us with the Reconstruction Finance 
Corporation. I am glad to say that these loans were paid off before 
the due date in every instance. 

As a result of this help from SWPC we and thousands of other 
smaller establishments were able to produce war products which were 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 3199 


vitally needed, and victory was speeded by many months if not years. 

According to a study made last year by the United States Depart- 
ment of Commerce, to develop a system for classifying manufacturing 
concerns by size, it was found, and I quote, that “For the manufac- 
turing economy as a whole, 54 percent of the total amount of manu- 
facturing was done in establishments with less than 500 employees.” 
During World War II, businesses of less than 500 employees were 
considered small businesses. : 

It is important that these smaller businesses be prepared to produce 
to their maximum capacity and ability, in the event of an all-out war. 
Unless smaller manufacturers are so prepared, there cannot be 100 
percent industrial mobilization. We don’t expect the military forces 
to suddenly organize to full efficiency. That is why the military has 
trained reserves and a National Guard. : 

Small business also needs training and experience in the special 
techniques of war production. A function of the Small Defense Plants 
Administration should be to see that this training and experience is 
properly supplied to small business. 

It is vitally necessary to maintain small-business establishments, 
to make and keep them strong and healthy, so that their special skills 
and experience in production and management, and so that their tre- 
mendous aggregate facilities can insure the Nation 100 percent indus- 
trial mobilization when 100 percent industrial mobilization is vitally 
needed. 

Here are just a few of the important things which I found Smaller 
War Plants did for my company: 

They provided one place where I could go for information on con- 


tracts, on regulations, on materials, on finances, on technical — 


neering problems; where previously there was literally no end to th 
places I had to go to, if indeed I could get any help at all. The oper- 
ator of a smal] business cannot be away for days or even hours at a time. 
His presence is needed constantly in his own business to keep things at 
top production efficiency. 

They sent capable men—accountants, production engineers, mate- 
rials-handling specialists, and others, to check over our operation and 
advise us how we could improve our work, lower our costs, do a better 
war-production job. 

They enabled us to get the materials and the equipment we needed 
to get our war jobs done on time. Without this help, there would have 
been no one to represent us in the scramble for both materials and 
labor. 

They simplified our contacts and relations with other Government 
agencies so that we did not have to employ costly experts to guide us 
and to lobby for us. 

They sought out the smaller establishments that could do war work, 
and took important steps to bring them into the war effort—not by 
drafting them, but by showing them what they could do and how 
they were needed. 

An example of this was in one of the contracts which we ourselves 
received through SWPC. We had two punch presses, but in order to 
speed up the work and get out more parts for ammunition boxes, we 
needed 10 more presses. We were helped to find idle, second-hand 
»resses which we were able to adapt to production. These second- 
hand presses were not as efficient as new, modern presses would 
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have been—which it would have taken years to get—but they were 
still capable of vast production, and we were able to nurse them along 
and get the job done. 

This points up a very important function which small business 
can seal te through such an agency as Small Defense Plants Ad- 
ministration. It is clear that second-hand, old-fashioned equipment 
will not produce as efficiently as new and modern equipment. But 
when new and modern machinery is not available, it is important to 
utilize what is at hand. Smaller manufacturers, in some instances, 
have such older equipment. With older equipment it is not always 
possible for them to compete on a dollars and cents basis with big 
companies who have more modern equipment, or who have more access 
to it. For this reason, Small Defense Plants Administration should 
be authorized to let some contracts and subcontracts on a basis other 
than the lowest bid. 

What is everybody’s business is nobody’s business. The vast latent 
production capabilities of small business can best be utilized in war 
production through the Small Defense Plants Administration. They 
coordinate the activities of all, and they know and understand small 
business because they are largely staffed by experienced small business- 
men with ingenuity and resourcefulness that is so especially charac- 
teristic of small-business men—and which gets things done. 

Our association has always abhored and resisted any tendency 
toward increasing unnecessary Government expenditures. We are 
convinced that a single agency, concentrating and specializing on the 
needs and problems and potentialities of small business can ‘io a less 
costly job for all than can minor and scattered and dominated indi- 
viduals attached to a dozen other agencies. 

We believe, therefore, that the Small Defense Plants Administra- 
tion not only should be continued, but also that its powers should be 
broadened and strengthened. We believe it especially important that 
it be empowered to take contracts for subletting to qualified small 
businesses, and to authorize and supervise loans to insure maximum 
industrial production for war when it is needed. 

Other speakers from our association will speak more specifically 
on these points. 

Thank you for this opportunity to appear before you and to express 
our views. 

Mr. Mutter. Thank you, Mr. Maintain. 

Mr. Dalmas, any questions? 

Mr. Damas. I do not believe I have. I think Mr. Maintain has 
made a very helpful statement here, particularly in relation to his 
experience with the SWPC, which we all hope will be repeated by 
SDPA. 

Mr. Marytary. Might I add that it seems to me that it is important 
that small business get experience and training in war production, 
just as we give this training and experience to the military and naval 
forces before they have to use it. I have felt that there are many 
small businesses that have been able to carry on satisfactorily in their 
own products who have not tried to get war business, have not taken a 
special interest in it, have felt that it was a wild scramble for them 
to get into it, but it seems as if these businesses ought to be brought 
in In some way. even at this time where we do not need 100 percent 
industrial mobilization, 
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I feel that the low bidder does not always serve the best interests 
of the Government and give the Nation the protection it should have 
should all-out war fall on us in the next half-hour or suddenly. 

Mr. Mutter. What criteria would you use other than the lowest 
bidder ¢ 

Mr. Marnrarn. I would use experience, facilities, capacity for turn- 
ing out a lot of work and for doing a quality job. 

As I point out in the case of the punch presses, many smaller busi- 
nesses have not been able to modernize. They do not have the capital 
to modernize. In many instances they start off with one second-hand 
machine of some kind and then add another one, and then another one. 
Ultimately they may get one good machine, one new machine, but they 
do not have the moet efficient machinery. The efficiency of their labor 
and the efficiency of its supervision may offset that to a considerable 
extent, but those companies should be trained in war production. 
They should be so trained. There should be an agency—and I mean 
the Small Defense Plants Administration—which should work with 
those small businesses to bring them into even this present defense 
effort and not merely build up just a few businesses to do the job over 
and over again and nobody gets experience at it. 

Mr. Mvuurer. I can see where your training might be of some help, 
but I cannot see how it would help to give the man a contract at the 
second or third lowest price who has an inefficient plant or old ma- 
chinery. What would you do in a normal economy? How would that 
man survive? If he has old-fashioned machinery, not doing an effi- 
cient job, and you have modern machinery doing an efficient job, to 
whom would I give the job and who would give me the better job 
and better price ? 

Mr. Marntarn. That is true in a normal economy, but when we are 
thinking about survival in an all-our war, that is what I am thinking 
about. I do not think small business should be given anything today 
except where they may be so situated that they are going out of busi- 
ness completely perhaps. 

I know this: That my plant at the beginning of the last war was 
not equipped with modern machinery and today it is not equipped 
with modern machinery. I would feel on some of these contracts 
that so many companies so hungrily bid for that I wouldn’t have a 
chance of getting into them, but certainly, if we were suddenly faced 
with all-our war and survival, I have a group of men out there who 
will work very hard and I have a lot of machinery that will be 
capable of producing a tremendous amount of war products. But we 
are not getting any experience at it. We are not getting any expe- 
rience at it. 

Mr. Mover. Then, in effect, what you are doing is asking the Gov- 
ernment to subsidize that experience, subsidize that plant in getting 
experience. 

Mr. Marnratn. I do not see how industrial mobilization is any dif- 
ferent from mobilization of soldiers and sailors. I think that the 
Government subsidizes our military and it should subsidize that train- 
ing. I do not ask them to give small business huge profits on it. 
They do not want it. They couldn’t get it if they did because it 
would be taken up in taxes. I do believe that it is important that they 
have that experience so you would have means for fast expansion 
if all-out war were suddenly thrust upon us, not to increase the earn- 
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ings of small business, but simply for the safety of the country. We 
have 4 million men under arms today. I do not suppose 10 percent 
of the small manufacturers have any contracts whatsoever at the pres- 
ent time. That ismerely an opinion. I donot know. 

Mr. Mutter. I will go along with you to the extent of saying that 
before business should be permitted to expand its facilities, existing 
facilities, of course, should be used to their fullest capacities, but I do 
not think the American taxpayer would go along with paying for 
small business that has an Seale plant just to keep it alive against 
the day when it is needed for all-out mobilization, which we hope won’t 
come. If it comes, we will use every last facility, even though it means 
paying more to the fellow who has the obsolete plant. I do not believe 
the country is prepared to go along with the program of keeping the 
obsolete plant in business. 

Captain Ineram. I wonder if the gentleman is aware of the pro- 
duction allocation program of the Munitions Board which is designed 
to introduce such a scheme as he is talking about, designed to do just 
exactly what Mr. Maintain says. 

Unfortunately, cost is the problem. To date that program has been 
fine as far as it has gone, but inevitably they have tried to concentrate 
on the training of companies that would make the more complicated 
products that would take the longest lead time to get into production. 
I think there is a great deal of value in what Mr. Maintain says, that 
this is desirable and possibly that kind of preparation might be better 
than hardware in hand in many cases. 

Mr. Motter. How do you think it would be done? How long do 
you think it would take us to educate the American taxpayers to go 
along with it? 

Captain Ineram. So far they have spent very little on it. It has 
been in the neighborhood of $10 to $15 million out of the national 
defense budget. 

Mr. Murer. I am not becoming economy-minded because I have 
voted for every last dollar needed in the defense effort no matter how 
burdensome it is. All our wealth isn’t worth anything if we lose our 
liberty. So it is worth paying all we have to maintain our liberty. 

At the same time there is a limit we have to go to to spend Govern- 
ment funds and the manner in which we spend it 

Captain Iyeram. The important point is that this program is set 
up and it has been well carried out to line up the prime contractors. 
It is incredibly more difficult to line up the tiers of subcontractors to 
enable the prime contractors to prepare for all-out production. It is 
a tremendous job. 

Mr. Stewart. You wouldn’t dare have a home or plant without 
insurance. My opinion is that the greatest insurance against our 
future in case of an all-out war is to maintain the stability of the small 
manufacturers. We do not hesitate to spend millions of dollars for 
civil defense. We may never use it, but if we do, we have the mobili- 
zation of a tremendous army. 

Mr. Motrer. I wish we were spending the money we should be 
spending on civil defense, but we haven’t been able to get this Con- 
gress to spend any for civil defense. You cannot get the average citi- 
zen wrought up about it and participate in civil defense, and we 
haven't been able to get Congress to go along to give us money to set 
up a staff and a poor and small staff at that. 
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Mr. Srewarr. I agree with you. I happen to be a selectman in the 
town of Needham, Mass., and we spend $5,000 a year for civil defense. 
‘That is taxpayers’ money. We spend it because the Federal Govern- 
ment doesn’t do anything about it. We are a small community of 
17,000 population. 

The city of Newton spends $50,000 to $60,000 a year. So we are 
spending money for civil defense. 

Mr. Murer. We are hoping that most of this defense matériel that 
we are spending some $60 billion on this year will never be used. We 
will all be very thankful if we do not have to use it. 

Mr. Srewart. We hope not. 

Mr. Noonan. It is hard to get people interested. I was in Concord 
when they invited a general from Washington to speak to the women 
of Concord and the area. They said they would have 1,200. They 
had six when they got there. 

Mr. Muurer. That is a big audience. We do not have to theorize 
very much about it. Look at what has happened to the blood-bank 
program. You cannot get people to seuarieate blood that is needed 
sobadly today. Itisaverydifficult problem. There is no doubt some- 
thing has to be done, but how can it be done? I wish this committee 
could answer it. 

We are happy to have men like you take their time and come here 
and tell us about these problems, and you can be sure they béther us. 

Mr. Maintain. I am sure they do. You wouldn’t be here otherwise. 
It is encouraging that you take time to do this yourself and you do 
inquire into it. Ido feel that the Small Defense Plants Administration 
is a very much-needed agency, that it can do a wonderful job for the 
Nation and for our free-enterprise system. 

Mr. Mutrer. Thank you very much. 

Mr. Beaupre, there has been a problem presented to us involving 
the Davis Aircraft Co. Are you familiar with that? 

Mr. Beaupre. That is the one case in the Boston district I was never 
involved in at all. 

Mr. Murer. Do you know who in your office would know something 
about that ¢ 

Mr. Beaupre. Colonel Ludlam is here. He is the commanding officer 
of the Boston Ordnance District. 

Mr. Muvrer. We would like to get the information from him for the 
record so we can complete our record on the subject. 

Mr. Datmas. In the form of a statement. 

Mr. Beaupre. Shall I get him? 

Mr. Muurer. Will you get him, please. 

The question has been semdake’ to us today of the Davis Aircraft 
Co., which I believe had some contracts, either prime or subcontracts. 
out of your office. 

Colonel Luptam. They had prime contracts. 

Mr. Mutter. Please identify yourself for the record. 

Colonel Lupiam. I am Col. D. G. Ludlam, commanding officer, Bos- 
ton Ordnance District. 

Mr. Muurer. We would like to have you supply to the committee 
at your earliest convenience, not at this moment, a statement so far 
as you know what their difficulties were, what brought about the 
bankruptcy and more or less a history of their operations. 

Colonel Lupita. I see. 
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Mr. Mutrer. Our prime concern or our principal concern at the 
moment is the subcontractors who will Hee it se be left out in the cold 
and some of whom may also be forced into bankruptcy because they 
cannot get payment on their subcontracts under the prime contract. 
That ordinarily is not a concern of your department, but we would 
like to have the whole story so we could see if there is anything that 
can be done to prevent the recurrence of similar situations. 

Colonel Lupiam. I will be glad to give it to you. 

Mr. Muurer. Thank you, sir. I won’t press you for time. Try to 
get it to us in a reasonably short time. 

Colonel Lupita. I certainly will. 

Mr. Mouurer. Thank you, sir. 

Mr. Howard Williams is the president of the Washington Mills Ab- 
rasive Co. of North Grafton, Mass. 

Mr. Wiutu1aMms. That is right, sir. 


STATEMENT OF HOWARD WILLIAMS, PRESIDENT OF WASHINGTON 
MILLS ABRASIVE CO., NORTH GRAFTON, MASS.; MEMBER, RE- 
GIONAL ADVISORY BOARD, SMALL DEFENSE PLANTS ADMINIS- 


TRATION 


Mr. Murer. You are also the former president of the Small Busi- 
ness Association of New England, a member of the Air Forces Small 
Business Survey Committee for New England. 

Mr. Witi1AMs. Survey committees, sir. 

Mr. Motrer. We will be very happy to hear you, sir. 

Mr. Wittiams. Thank you. 


I appreciate the kindness of this committee in hearing us. 

The Small Business Survey Committee of the Air Force may be of 
some interest to you, sir, in that committee was appointed by Under 
Secretary Gilpatric for the — of checking and surveying the 


success of the Air Force policy to extend all possible aid to small 
business concerns in the way of business from the Air Force expend- 
itures. 

The committee was given full authority within the Air Force to 
travel where it wished to at Air Force cost and to visit anywhere it 
wished and receive whatever information it desired, in order to do its 
work. 

That very interesting experience meant that we first could observe 
Air Force’s own method in handling their procurement requirements 
end then visit in the field major prime contractors throughout the coun- 
try and also visit a number of subcontractors working underneath 
prime contractors. 

The committee made a considerable report and I won’t attempt to 
brief it to you, but I would like to offer some of the high lights. 

Basically the committee hopes it will be made profitable for prime 
contractors who, of necessity, must receive, we believe, at least 85 
percent of the Air Force procurement dollar, for them to subcontract. 
We think it is unwise to believe that these contractors who are respon- 
sible for the success of their part of the program to the Air Forces 
voluntarily and willingly will reduce their chances of profits in order 
to carry out the policy of Congress that as much business as is feasible 
shall be subcontracted. We came to that conclusion in this Air Force 
committee because of the evident disparity in policies of prime con- 
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tractors, major or prime contractors in subcontracting to small busi- 
ness. Some major primes had a considerable program of subcontract- 
ing. Others apparently in similar positions had what the committee 
felt was a rather meager subcontracting program. We think that the 
success of the subcontracting program of the prime contractor who is 
the man who is spending most of the Air Force money should be gaged 
largely on the percentage of the dollars that he succeeds in getting into 
the hands of small business. 

Speaking personally, I have noticed quite extensive national adver- 
tising showing the subdivision of a certain prime contractor’s business 
among small businesses. It is apparently an impressive showing in 
that the divides his business among some thousands of small subcon- 
tractors. The pertinent figures we should be interested in in the 
small business program is what percentage of the dollars is he sub- 
contracting. 

I am a very small manufacturing business. I do business with some 
400 minor suppliers. It would look very impressive for me to say 
that out of the few dollars I receive in Government money I am sub- 
dividing it with 400 others. I assure you I am not subdividing more 
than 10 cents among the other 400. 

Those figures are not contributory to a good understanding of sub- 
contracting. 

The committee therefore felt that the prime contractor should be 
encouraged profitwise to subcontract and we were very glad to see 
that the renegotiation board has amended its rules to the effect that the 
extent to which a prime subcontracts to small business shall be re- 
garded as an affirmative factor. We hope that incentive to subcontract- 
ing to smalls is continued because no program of subcontracting to 
small business will succeed unless the major primes and the second- 
tier contractors are actually sold on the principle. This committee 
found that in the top direction of prime and second-tier contractors’ 
business there was very little knowledge of the policy of Congress; 
very little indeed. And I think I should say I hope that Congress 
will pursue that question because, as a small-business man, I feel it 
is the keen understanding and interest of Congress to get subcontract- 
ing put into the hands of smalls that is responsible for the volume that 
is now going out to them. 

The major prime contractors’ top officers are understandably, I 
think, more concerned with filling their contracts and giving a good 
accounting properly to their stockholders than they are in perpetuat- 
ing small business, and I think it is to Congress that we must look 
for assistance in that direction which, as Mr. Maintain has pointed 
out, is definitely in the national interest, because we will not get it 
if the interest of Congress should flag. 

The committee felt that there were a number of obstacles that primes 
do encounter in subcontracting which are definitely militant against 
participation of smalls in their business. At the time the committee 
made its report, which was at the beginning of this year, shortages 
of materials, difficulties that smalls obtain in getting small quantities 
of special and scarce alloys, were a factor against their receiving sub- 
contracts. 

Financing of small business was another factor that militated 
against their receiving subcontracts. The very loan system of aiding 
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both prime and subcontractor is not in the opinion of this committee 
working satisfactorily. 

The committee was not able at the time it made its report to make 
great reference to Smaller Defense Plants Administration because at 
the beginning of this year Smaller Defense Plants was in its forma- 
tive stages and, of necessity, had not even announced its basic poli- 
cies. Therefore the committee was not able either to make recom- 
mendations affecting smaller defense plants or criticisms, if it felt 
those were necessary, and show that if a resurvey were made, the com- 
mittee would be keenly interested in the actions of SDPA. 

Personally, as a small-business man again and as a member of a 
small business association, I am convinced that SDPA is being of real 
help to prospective and to actual subcontractors. The question of 
financing a small business which has perhaps departed from its nor- 
mal business and is seeking a war subcontract is a serious problem in 
a great number of cases. We have had an instance of the nature of 
their problem in some cases in this concern that recently failed. The 
danger in doing business with a small business from the point of view 
of a prime contractor can be quite serious on the financing question. 

Frequently major prime contractors actually advance funds to small 
business. There is a keen need for finding a way of financing a small 
business in its war production work. 

The problem involved is that the commercial bank very frequently 
does not care to assume the risks involved, and I personally believe 
that the only solution which shows prospective success is the power 
of Smaller Defense Plants either to make the loan or to recommend it 
for consideration of RFC. 

I may say that the Air Force Survey Committee was skeptical of the 
value of the recommendatory power of SDPA to RFC in the matter of 
loans. I believe from what I have learned and been told personally 
that the SDPA cooperation and liaison with our RFC is working out 
very satisfactorily. The need for that is very acute. It must be re- 
membered that a small business undertaking a Government contract 
is in need of funds largely due to the fact that it is handling different 
types of material, different inventories, and a considerable investment 
in unusual finished and partly finished goods in his own business. 

I do not want to take the time of this committee unduly. I know 
the hour is late. I would just like to conclude, sir, and ask if you have 
any questions that might be within my capacity to answer. 

Mr. Muurer. Thank you very much, sir. 

Mr. Dalmas. 

Mr. Daumas. Mr. Williams, there are one or two points about this 
subcontract problem that have bothered me considerably, particularly 
when you talk about Congress doing something. 

Mr. WuaiaMs. Yes. 

Mr. Daumas. You can provide incentives in the way of increased 
price or something of that nature, but how can Congress tell a prime 
contractor that he must subcontract certain parts or a certain percent- 
age of his contract or have the authority given to the Department of 
Defense through some law telling procurement officers that they have 
the authority to select subcontractors for a prime? 

The reason I have a great deal of doubt in my mind about that is, 
first, because it is contrary to good business Renee pies, and, second, 
it would seem it would be a rather violent attack on the free-enterprise 
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system when a man is deprived of a freedom of choice as to who does 
his subcontracting work or from whom he purchases his materials, 
and so on. 

I am making that more in the nature of a statement than a question, 
I realize, but it seems to me that in this subcontracting field, and SDPA 
has the power to make certain studies and saaemineeemantaie the great- 
est power that we have over the primes is the power of persuasion 
and trying to point out to them how much good they will do the whole 
defense effort through an intelligent use of the subcontracting tech- 
nique. 

1 do not know whether you meant that Congress was to pass a law 
that would take care of these things or not. 

Mr. WuuiaMs. Thank you very much. 

This Air Force Small Business Committee, I can say, completely 
agrees with your sentiments. This is not a matter which can be solved 
by attempting to force any arbitrary percentage of subdivision of 
business. In fact, it is not a matter which can be forced at all. - But 
Congress has stated that the maximum feasible subdivision of busi- 
ness to smaller businesses is its policy. The Air Force, for example, 
requires its prime contractors to agree to carry out that specific para- 
graph. 

-_ ret this committee found that many prime contractors had 
no knowledge whatever, didn’t know what percentage of business, 
to what extent they were subcontractors, 

The committee felt that no prime contractor could be responsible 
for carrying out that agreement unless at least he knew. The com- 
mittee’s feoking was that if he knew he would be calling for reports 


from his purchasing agents; and if his purchasing agents were aware 
of his interest, they would become aware of this policy; and if they 
were aware of this policy, they would carry it out. Nobody takes an 
interest at all. The purchasing agent isn’t aware that it is the com- 


pany’s poy: 


Mr. 
gram. 

Mr. Wuu1aMs. Yes, sir. This committee felt that there was no 
justification for awarding business to smalls at higher prices in normal 
circumstances than it would be if it were filled by big concerns, but it 
did feel that there was a case for educational contracts. It felt that 
educational contracts should be carried out, recognizing that this is a 
policy matter for Congress to settle. Educational contracts might be 
applied against direct costs. That means, for example, that the cost 
of a man’s tooling up might be allowed and charged to an educational 
program. 

His cost of producing the article should be no more than the lowest 
sound, fair, competing bidder. 

Mr. Mutrer. I am sure that your committee during the course of 
your survey came across what is known as the Thomas plan—Genera! 
Thomas plan. 

Mr. Wititams. Yes, sir. 

Mr. Mutter. General Thomas started that in the Air Force, exhibit- 
ing products throughout the country. All the services are now fol- 
lowing it. Exhibits were set up throughout the country and business- 
men were invited in. The prime contractors were educated to the 
use of the facilities of the subcontractors to the fullest extent possible 


aLMAS. What we have here in essence is an educational pro- 
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and at the same time the subcontractors were educated as to how they 
could get the business from the prime contractors. 

Mr. WitutaMs. Yes, sir. 

Mr. Mvvrer. Do you think that program is working out well? 

Mr. Witt1ams. Yes, we do. We did not inquire as to the cost of such 
po pee but I understand that they were largely borne by the 
exhibiting prime contractors. , 

Mr. Mutter. You think they have borne fruit? 

Mr. Witx1ams. From the comments of small business in certain 
cases in every exhibition; yet. There have been definite results from 
the clear exposition of what the prime contractor wants which a small- 
business man generally wants to see. A mass of blueprints do not 
always help him. 

Mr. Muvrer. There has been considerable favorable comment on the 
recent exhibit the Navy sent throughout the country. 

Mr. Wiiu1aMs. I am not qualified at all on that. I am aware that 
prior displays have resulted in benefit to the country as a whole be- 
cause subcontractors have appeared who were needed. 

Colonel Putiiers. Congressman, on the exhibits last year, the range 
of cost to the three military departments was from $4,000 to $10,000 
an exhibit, in addition to what the contractors stood themselves. 

Mr. Mvutrer. Any other questions? 

Thank you very much, sir. 

Mr. Srewart. Mr. Chairman, is it possible to read into the record 
the loans which have been made in the New England area? Would 
you care to have that ? 

Mr. Mvtrer. Yes. 

Mr. Stewart. Up to August 1, 1952, 38 loans were acted upon by 
SDPA, amounting to $3,436,500; 14 received favorable action in the 
amount of $1,649,650; 24 received unfavorable action in the amount 
of $1,786,850. That comes to a total of $3,436,500. 

Five more were ineligible either by law or policy, and that amounted 
to $135,000. 

Mr. Mctrer. Are there any other businessmen in the room who 
would like to be heard ? 

Is there any representative of the services who would like to make 
any statement apropos what has been said here today? 

If not, I will say that the committee was pleased to be here. I think 
this hearing today will bear fruit. I think we will have gained some 
valuable information. We hope we have solved some problems. This 
public hearing will stand adjourned and we will go into executive 
session with some of the representatives of the services with reference 
to a case that has been mentioned without name during the course of 
the hearing with which we are somewhat familiar. 

The public hearing is now closed. 

(Whereupon, at 4: 50 p. m., the hearing was closed.) 

(The following supplemental statements were received :) 

SepTeMBER 23, 1952. 
Hon. ABRAHAM MULTER, 
House of Representatives, Washington, D. C. 
Dear Mr. Murer: In answer to your request made of Colonel Ludlam, at the 


hearing of your committee held in Boston, Mass., on August 26, 1952, regarding 

the disposition of original requirement of stellite lined barrels from Rock Island 

Arsenal, under IF B-52-—N-189, the following information is furnished, namely : 
“The procurement was withdrawn by Rock Island Arsenal for two reasons: 
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“a. Specifications were changed to require chromium plating on the inside of 
the barrels. 

“b. Manufacturing capacity of Rock Island, which had previously been planned 
for other work, became available for manufacturing the subject item. 

“Colonel Ludham was advised by Colonel Warner of Rock Island Arsenal, by 
telephone, on September 9, 1952, that the items on this procurement are now in 
manufacture at the Rock Island Arsenal.” 

It is hoped that the above information will answer fully your questions re- 
garding the above procurement. If additional information is desired please 
contact the undersigned. 

For the Chief of Ordnance: 

Sincerely yours, 
E. S. GRUvVER, 
Brigadier General, USA, 
Eevecutive Officer. 


DEPARTMENT OF THE NAvy, 
OFFICE OF SUPERVISING INSPECTOR OF NAVAL MATERIAL, 
Boston, Mass., August 27, 1952. 
Memorandum. 
Hon. A. J. MULTER, 
Subcommittee No. 1, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

Dear Mr. Murer: In accordance with your request at the hearing at the 
Parker House on August 26, 1952, enclosed is statement of the reaction by small 
manufacturers in New England given to the selected invitations to bid sent 
out to field offices of the Navy by the Bureau of Ordnance. 

I have heard several comments to the effect that the testimony and discussions 
at the hearing were extremely interesting to personnel of the Government 
services present. 

Very sincerely, 
Henry A. INGRAM, 
Captain, United States Navy. 


MEMORANDUM 


The inspector of naval material, Boston, Mass., sent out 285 letters to select 
small manufacturers in the New England area, enclosing one or more of 50 dif- 
ferent invitations to bid on Navy Bureau of Ordnance material which had been 
specially selected by the Bureau as being appropriate for the facilities of small 
manufacturers. 

As a result of the 285 letters, 30 (9% percent) of the letters developed bids 
in the “InsMat, Boston” area. None of these bidders were successful. One was 
second from the lowest bid nationally, and five more were fourth or fifth 
nationally. 

It might be concluded that the lack of success achieved by this program, which 
was carefully planned and energetically prosecuted, may be attributed to three 
factors peculiar to New England: i. e., high kilowatt-hour cost, high wage costs, 
and high transportation costs. 

With respect to broadening the mobilization base, 185 (65 percent) of the 
285 letters were sent to manufacturers who had previously been included in 
the Munitions Board production-allocation program for industrial mobilization. 














FIELD OPERATIONS OF THE SMALL DEFENSE 
PLANTS ADMINISTRATION 


WEDNESDAY, AUGUST 28, 1952 


House or RepresEnrarives, 
SuscoMMitree No, | or THe Setect CoMMITTEE 
To Conpucr a Srupy aAnp INVESTIGATION OF THE 
PropLeMs OF SMALL Business, 
New York, N.Y. 

The subcommittee met, pursuant to call at 10 a. m., in the South 
Court Room, Vanderbilt Hotel, New York, N. Y., Hon. Abraham J. 
Multer presiding. 

Present: Representatives Multer (presiding), Mike Mansfield 
(chairman of the subcommittee), and Clarence G. Burton. 

Also present: Victor P. Dalmas, executive director, and L. V. 
Monzel, of the committee staff. 

Also present: George J. Burger, vice president, National Federa- 
tion of Independent Business; Arthur V. Farr, New York Quarter- 
master Procurement Agency; DeForest Anthony, Office of the Quar- 
termaster General, Washington, D. C.; Max Charles Wieluns, Re- 
gional Advisory Board, SDPA, C. H. Citron, New York, SDPA; 
Walter J. O'Donnell, Director, Office of Small Business, RFC, Wash- 
ington, D. C.; L. G. Ensign, NYOD, small-business specialist ; Capt. 
D. Calo, New York Chemical Procurement District; E. Eisner, New 
York Chemical Procurement District; Albert J. Rosenthal, general 
counsel, SDPA, Washington, D. C.; M. D. .Bradt, New York office, 
SDPA; Max Rubenstein, Bureau of Supplies and Accounts, Wash- 
ington, D. C.; Carl A. Person, OPS Regional Office, New York; Rob- 
ert J. Lee, OPS Regional Office, New York; W. M. Gaynor, N. Y. R. O., 
Signal Corps Supply Agency; M. H. Hartstein, Columbia Industrial 
Aides, Inc.; Commander W. F. Morgan, United States Navy, SINM, 
New York, Chairman, Small Business Division, AFRC: Lt. A. P. 
Glienke, United States Navy, inspector of material, New York; T. G. 
McGeary, OPS, Small Business; Noel Wesley, representative, Indus- 
trial Products; S. Taurig, Harvey Silver Co., Inc., New York City; 
Joseph A. Lettieri, OPS regional counsel; R. Martin Stevenson, As- 
sistant to Administrator, SDPA, Washington, D. C.; Lt. Col. Ber- 
nice C. Philipps, Munitions Board, Office of Small Business, Depart- 
ment of Defense, Washington, D. C.; John T. Pratt, New York Dis- 
trict Engineer Office; Allan W. Phelps, lieutenant colonel, United 
States Air Force (MSC), small-business specialist for Armed Serv- 
ices Medical Procurement Agency, Brooklyn, N. Y.; Robert S. Clark, 
United States Air Force, Small Business, NYRO, New York City; 
Capt. Daniel C. Cady, United States Air Force, Chief, Office of Small 

3211 





3212 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Business, Headquarters Eastern Air Procurement District, New York 
City ; Jacob W. Allen, New York Quartermaster Procurement Agency, 
New York City; Lt. (s. g.) M. J. Tomashoff, United States Navy, 
officer-in-charge, Contract Administration Division, Navy Purchasing 
Office, New York; H. Berman, small-business specialist, NPO, New 
York City: H. Floyd Burd, Regional Advisory Board, Warsaw, N. Y.; 
David J. Duggan, financial specialist, region II, New York; John 
MeQuillan, industrial specialist, region II, New York; J. E. Orchard, 
vice chairman, regional advisory board; William H. Barker, SDPA, 
New York; Thomas F. Connor, Special Assistant to Director, OPS, 
Washington, D. C.; William Dudde, small-business representative, 
OPS; E. W. Simmons, RFC, New York; Joseph F. Zimel, SDPA, 
New York; Harry J. Waterman, Harry J. Waterman & Co., Inc.; and 
L. M. Blickman, Advanced Can Co., Inc. 

Mr. Mutrer. I think we are ready for business. 

As I think most of you know, the House Small Business Committee 
is trying to visit each of the 13 regions of the country which have been 
set up for the convenience of establishing the regional field offices 
of the Small Defense Plants Administration. 

You probably remember that last year the committee visited some 
28 States, inviting the small-business men of the country to come in 
and tell us their problems and their trials and tribulations in trying 
to get integrated into the defense effort of the country. At that time 
we invited in all the representatives of Government that might have 
any interest in the problems, and tried to solve those problems on the 
spot where possible and, if not, shortly thereafter. 

Most of you know, as a result of the activities of the House Small 
Business Committee and that of the Senate Small Business Commit- 
tee, we brought about the enactment of the provision of the Defense 
Production Act which set up the SDPA which is primarily charged 
with helping small business throughout the country. 

The purpose of these meetings now is to find out how well the pro- 
gram is working and whether or not there are still any problems 
that can be solved by us or with our aid. 

I would like to present to you at this time the chairman of Subcom- 
mittee No. 1, which is charged with this particular work by the House 
Small Business Committee, Congressman Mike Mansfield of Montana. 

Alongside of Congressman Mansfield of Montana is the next rank- 
ing member of the subcommittee, Congressman Clarence G. Burton 
of Virginia. 

On my right is our executive director of the committee staff, Mr. 
Parke Dalmas. On his right is Mr. George Burger, who is the vice 
»resident of the National Federation of Independent Business, which 
ca cooperated with the committee in the past, and I know will con- 
tinue to help us. 

On the farther side of the front table is Vincent Monzel, of the 
committee staff. 

I believe that most of you have already registered your names. I 
will ask Mr. Monzel to pass the register around among you so, if any 
of you have not yet recorded your names, we will have your full name 
and affiliation either with the Government or business as the case 
may be. 

We will start the proceedings this morning. 

Mr. Datmas. Mr. Chairman, may I say a word at this point? 
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Mr. Mutrer. Surely. 

Mr. Damas. I want to, if I may, compliment the chairman of the 
subcommittee, Mr. Mansfield, and Mr. Burton, the ranking member, 
who have designated Mr. Multer the chairman of this meeting, be- 
cause Mr. Multer is a very distinguished Member of the House from 
New York, from the city of Brooklyn. I suppose Brooklyn is a part 
of New York City, Congressman / 

Mr. Moutrer. We reluctantly admit it. 

Mr. Dauaas. I want the folks here to understand that that is the 
reason that Mr. Multer is in the chair. 

I may say he presided at Boston and has in many of our meet- 
ings and is not only distinguished but a very efficient and fine chair- 
man. 

Thank you very much. 

Mr. Muvrer. ‘Vhank you, Mr. Dalmas. I will discount that, having 
in mind that this is an election year. 

Mr. Darmas. I am not saying it for that reason. I am trying to 
be truthful and get it all in the record. 

Mr. Mutrer. | do sincerely appreciate the opportunity that has 
been given me by Chairman Mansfield and Mr. Burton to preside 
at this meeting. 

We will start the proceedings by asking Casper H. Citron, the Re- 
gional Director of Region I1, which is this region, of the SDPA, to 
come forward and make his statement at this time. 

Mr. Citron. 


STATEMENT OF CASPER H. CITRON, REGION II DIRECTOR OF THE 
SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. Crrron. Congressman Multer, it is awfully nice to have you 
here with us again, particularly because we feel we have probably 
worked closer with some of the members of the New York delegation 
than any others, and we know of your interest in our office as evi- 
denced by the direct correspondence and visits to our office, and we 
are awfully glad to have you here. If we can do anything during 
your visit to New York, we will be very glad to extend the facilities 
of SDPA. 

Mr. Chairman, before I begin my testimony I would like to welcome 
you and the members of the House Small Business Committee who 
are here today, your capable staff and the representatives of other 
Federal departments present. I hope that your stay in New York 
City, in addition to being fruitful in terms of your work, is pleasant. 

We are gathered in the heart of the most concentrated area of pop- 
ulation and industry in the world. Within the borders of the States 
of New Jersey and New York live almost 19 million Americans, more 
than 19 percent of the population of the whole United States. 
Within the borders of these two States under the authority of this 
regional office exist tens of thousands of industries, over 85 percent 
of which can be considered in the small-business category. This city 
is the greatest consumer market in the world and it is the greatest 
shipping and distribution center in the world, and the firms in this 
area are strategically located to take advantage of that fact. There 
are also more procurement offices of the Government in and around 
New York City and more buying of military goods than in any 
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other city in the Nation. Thus it becomes obvious that the New York 
Regional Office of the Small Defense Plants Administration will of 
necessity become, if it is not yet, the most active arm of the entire 
Administration. ? 

Lest I have painted a pretty picture of the condition of small indus- 
tries in this area by citing the advantages they enjoy because of their 
location, let me hasten to point out some of the problems with which 
they are confronted. In terms of participation in the defense effort, 
it is generally accepted that small business has not been getting its 
fair Save. The statistics show that small-business participation after 
the Korean action commenced in 1950 began to drop alarmingly. 
During the 1950 fiscal year, small business received 24.5 percent of 
the total contract awards.. In 1951, this dropped to 21 percent, and 
during the first quarter of 1952 it decreased to 18.5 percent of the 
total dollar value of military awards. These figures apply nationally, 
but it can be assumed that, since the greatest concentration of small 
business is in the New York and New Jersey area, these manufacturers 
suffered the most severe set-back dollarwise. Numerically speaking, 
there are more firms in this area not participating in the defense mobili- 
zation than the rest of the Nation combined. From what we are told 
by the manufacturers who come into our office for help, business gen- 
erally has fallen off. There is a consumer resistance to high prices 
and it becomes harder for manufacturers to sell their civilian products. 
Competition is much keener; and, from the number of business fail- 
ures in recent months, it is obvious that small business must receive 
help somewhere to remain in business. Many small industries are 
suffering because of raw-material shortages. tes the hard-goods line, 
plants have slowed production because of the shortage of steel caused 
by the recent steel strike. Some manufacturers who usually package 
their products in steel containers have been forced to use fiber and 
other materials, thus making their products more difficult to sell. 

We believe this situation will be alleviated in time as the steel plants 
begin to catch up on their production schedules. However, at the 
moment, this is a problem with some manufacturers. Some of the 
smaller textile plants are suffering from a shortage of the newer line 
of synthetic yarns—nylon, dacron, and orlon. The textile industry, 
particularly in the Paterson, N. J., area, have had difficulties for 
several years, and some of these problems can be solved by coming 
back into the market by weaving a combination of yarns into new 
materials. It is almost indent for these small weaving plants to 
gain a yarn position with the big producing companies at this time. 
It seems that a rule of the big companies is that, once a plant gives 
up its priority rating, they can no — come back into the supply 
picture. Many of the customers of nylon and dacron have kept their 
yarn positions even though they do not use the material themselves. 
They sell it at a premium over the list price of the yarn. Du Pont 
has virtual monopoly in the production of nylon yarn, and this is 
the yarn for which there is the greatest demand. 

Regarding machine tools, many companies have asked for help, but 
there is not a shortage of the garden variety of lathes, drill presses, 
milling machines, and the like, but the boring mills, jig borers, some 

inders, and other high-precision machine tools are snatched by the 
ig soem sg as soon as they come off the lines. Competition from 
cheaper labor areas both here and abroad have wreaked havoc in some 
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industries. Specifically, finished silk from Japan has forced our do- 
mestic producers to give up weaving almost entirely. We cannot 
compete against cheap Japanese labor. 

In the glove industry, concentrated around Gloversville, N. Y., the 
same situation prevails, Japanese gloves have flooded the country, 
and they are cheaper than those that can be manufactured at Glovers- 
ville—not better; just cheaper. More plants are being built in the 
South today, because of cheaper labor and also some tax advantages 
offered by municipalities there. Some Southern cities float municipal 
revenue bonds to build factories for lease to private companies at 
extremely low rates. They also offer free power, free water, and 
practically free labor. This area just cannot compete against those 
odds. The stretch-out of the defense program has caused many large 
manufacturers to overproduce in their civilian lines, and they can 
and are glutting the market most times at a loss to the consternation 
and dismay of smaller firms. The big company can take a tax loss 
and not be affected adversely, which of course a smaller company 
cannot do. In many cases, the tax loss is a definite advantage to 
some other operation. In fact, today many businesses offer to sell 
out after losing money offering themselves as good tax losses. 

On the matter of financing, private banks have indicated a reluct- 
ance to grant long-term busimess loans. They have been known to 
refuse financing even on the basis of a Government contract. Small- 
business men have to factor their bills to get enough money to com- 
plete their contracts, and this is done at extremely high rates of in- 
terest In many cases, 

Many other goals set up by SDPA seem to be taking longer than 
anticipated. The disagreements we have had with the Armed Forces 
have held up the joint-determination program, but that is now begin- 
ning to function. These briefly tell the story of the problems in our 
area. You will hear later on from businessmen who can tell you more 
about their particular problems. 

Program of assistance to small] business in region II: 

How has SDPA been able to solve some of these problems? What 
type of program has been initiated on the regional level? What are 
we doing in the regional office? Let me tell you something about our 
staff first. We have been fortunate indeed to secure the type of men 
now staffing our office. They have a complete diversity of background 
and experience. Some have been in Government work before, but 
most have been drafted from private life without Government say a 
ence. They have had business problems of their own and they have 
solved those problems. Their experience can be passed on to others. 
We have a number of engineers on our staff who are capable and 
qualified to judge the capabilities of almost any plant. Our staff 
has high morale and are sincere men who know what we must accom- 
plish. Under section 714 of the Defense Production Act as amended, 
we are operative in the following fields: Procurement, production, 
materials, equipment, loans, tax amortizations, technical assistance, 
management assistance, subcontracts, 

The major portion of our work is in the contract-procurement field. 
When a businessman comes into our office seeking contracts, he has a 
conference with an industrial specialist who ascertains all he can 
about the particular business—whether the firm has ever done any 
Government business, what they are making, whether what they are 
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making will have military application, the facilities to manufacture 
for the Government, the management of the firm, floor space, number 
of employees, type of personnel, et cetera. They have a real heart-to- 
heart talk with our specialist. During the course of the conference 
the specialist will expat the procedure by which the military buys. 
He will point out the many aids available to help the firm sell their 
products to the Government. He will show the firm’s representative 
the Daily Synopses of Procurement Information and the Daily Syn- 
opses of Award Information for possible subcontracts. Since these 
synopses are not mailed to individual firms, he will tell exactly where 
they may be picked up. We maintain a list of all offices which re- 
ceive the synopses. It isa valuable source of information for a pros- 
pective vendor. We secure a facilities report on the firm for our files 
to be used in conjunction with our joint-determination program. If 
the firm manufactures an item which seems to lend itself to the mili- 
tary, we consult the Government Procurement Manual to find out 
where he might find a market for his product, or we may telephone 
directly to the SDPA representative at the procurement agency which 
seems the most likely te buy the item. We make arrangements for 
the manufacturers to see samples of procured items or to see the spe- 
cifications on file in the agency. If necessary, or requested, one of our 
engineers will visit the plant and survey the facilities. 

We have surveyed from an engineering standpoint, a number of 
firms for RFC. I would like to point out that our industrial specialists 
are very versatile. They understand the problems of small business 
generally; but, more than that, they are familiar with many different 
types of industry and can discuss intelligently problams which occur 
in all the diversified industries located in this region. Should the 
problem be one of materials, we contact the proper office in Washing- 
ton to help the firm. We have had several interesting cases involving 
materials. You will hear one case this afternoon. Naturally our 
caseload on loans and financial assistance is heavy. Our loan special- 
ist joined the staff a month ago, and his assistant came last Monday. 
Prior to that, we did not process any applications in the regional office. 
If someone was interested in obtaining financial assistance, we did 
not even discuss the matter; they were immediately referred to RFC 
and the loan was handled entirely by Washington. “We can now begin 
to listen to loan cases and help the applicant start on the right road. 
Our Washington Office of Management Service prepares technical and 
management-aid leaflets which we distribute through the regional 
office, and manufacturers are invited to consult with us on any spe- 
cific technical and management problem. We help small plants se- 
cure certificates of necessity, although most of the work on this is 
done on a Washington level. 

Mr. Mutter. Would you mind if we interrupted ? 

Mr. Crrron. Certainly not. I expected interruptions. 

Mr. Motrer. With reference to loans, do you consult with RFC 
when a loan application comes in, or do you try to process it first and 
then send it on with your recommendation ? 

Mr. Crrron. Congressman, there are two a ag ag If the person 
is initiating a loan in our office, we try to help him with the papers 
and the initial work that the RFC will require. By far and large the 
majority of the loans that are processed are initially processed by 
RFC; and, if section 714 or SDPA Form 22 applies, then the first 
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steps are taken by the New York RFC office and then, when they for- 
ward their applications to Washington, they are also forwarded to 
our office for processing to our Washington office, but I make specific 
recommendations later on to possible changes to streamline that pro- 
cedure with reference to regional offices of the SDP A. 

Mr. Mouvrer. Thank you. 

Mr. Crrron. On subcontracting, we have had requests from prime 
contractors for facilities. In these cases we refer to our facilities file 
to obtain the names of companies qualified to handle the subcontract 
and refer them directly to the prime contractor. The prime contrac- 
tor may request the names of the companies and he will make his own 
contracts. We follow these cases along to find the final outcome. 

We are living up to the statement that SDP A is a one-stop agency, 
and if it were possible to find out how many steps we have saved the 
businessmen who seek our help I am sure it would be astronomical. 
They are quite appreciative of our interest in their problems, as evi- 
denced by the many complimentary letters written both to us and to 
the metropolitan newspapers. Since our procurement specialists have 
been placed in the procurement offices, our operations seem to be 
much more effective. Instead of dealing with the small-business 
specialist in the agency, we have a new ally—a member of our team 
who seems to be closer to the contracting officer. They already are 
making joint determinations of contracts. We are ready for that. 
Our facilities file is expanding daily as more and more businessmen 
hear about SDPA. The facilities file will be constantly changing as 
more firms come in, and it will be months probably before it is com- 
plete and categorized to use properly. We have a cooperative agree- 
ment with the New York State Focscrtient of Commerce to use their 
file, which is in excellent shape, so that this office will have a decided 
advantage. 

I may add in this connection we visited Albany last week and had 
a very fine conference with the New York State Department of Com- 
merce, and we think that the New York State Department of Com- 
merce will be an awfully good ally in this whole fight for small busi- 
ness. In fact, they preceded our whole SDPA program by setting up 
many of the functions on which we are working with them in the 
State at the present time. 

Mr. Mutter. Do you have similar cooperation with the State of 
New Jersey / 

Mr. Crrron. The State of New Jersey has something called the De- 
partment of Economic Conservation and Development. They haven't 
come as far as the State of New York has. New York State is out- 
standing among the 48 States as to what they have done for small 
business. Thev haven’t the authority we have, but I have been amazed 
to see some of the programs they have been doing on their own. 

Of course, they have an appropriation of a million and a half dol- 
lars, which is adequate for the program; but, still, the fact that they 
are using it beneficially should be commended. 

Mr. Datmas. The New York State Department of Commerce, the 
New York City Department of Commerce, and the State officials of 
New Jersey all have cooperated splendidly with the committee in its 
effort to establish the SDPA. 

Mr. Mourer. Thank you. 
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Mr. Crrron. I would like to add one more thing about New York 
State. Not too many of us are familiar with their set-up. They actu- 
ally have 12 branch offices located throughout the State, and with our 
very strict curtailment of personnel we are endeavoring in every way to 
tie in SDPA with their branch offices, even to the extent of disseminat- 
ing Federal information, and we are attending next week a conference 
of all their branch offices which they are holding out on the island to 
tie in our program with theirs, because there are many places, such as 
facilities and subcontracting information, where the State can work 
with the Federal Government and expenses can be saved by both. 

One of the most effective methods we employ to secure contracts 
is the certificate of competency. To date, in this region we have had 
age two such certificates. Only 30 have been issued nationally so 

ar. 

Extent of cooperation with other Government agencies in region IT: 

This office has had unusually good relations with other Govern- 
ment agencies in the area. We make it a standard practice for our 
staff to meet the men in other agencies with whom they have con- 
tact. The Department of Commerce and NPA have turned over 
all their small-business functions to SDPA. The facilities files of 
their branch offices have been turned over to us, and we have worked 
them into our method of filing by products manufactured and 
facilities. 

We have excellent relations with the New York State Department 
of Commerce, the New York City Department of Commerce, and 
the New Jersey Department of Economic Conservation and Develop- 
ment. They are constantly referring cases to our attention and, of 
course, we always help. Our cooperation with the RFC has been 
superior. Our loan officer is constantly in close contact with their 
office, and they keep him abreast of all developments in particular 
loan cases. They keep him informed of changes in regulations and 
procedure so that he can properly process the loan applications which 
cross his desk. Before we had procurement specialists assigned to 
the contracting offices, we dealt only with small-business specialists 
there. We held several meetings which were attended by the small- 
business specialist, and we became well acquainted. They have al- 
ways shown a great deal of cooperation, although they were not al- 
ways as effective as we wished In securing contracts for small busi- 
ness. Through joint determination, we will be effective. The agencies 
in New York with whom we have had the most business are Navy, 
Quartermaster, Ordnance, Chemical Corps, Engineers, Signal, Medi- 
cal Procurement, and Air Force of the military. On the civilian side, 
we have worked with GSA, Atomic Energy, MSA, and post ex- 
changes of both services. 


THE FUNCTION AND VALUE OF REGIONAL ADVISORY BOARDS 


This region has a very active and valuable regional advisory board. 
The members were chosen as representative of small business in diver- 
sified industries. Numbered among them are machine shops, metal 
stamping, paint, textiles, engineering, plating, boat building, elec- 
tronics, chemicals, plastics, and paper products. They were also 
selected for broad geographical representation. Our members are 
from all parts of the States of New York and New Jersey. They are 
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interested in SDPA and for the most part have attended all of our 
meetings. We have been able to call on our members to receive infor- 
mation and aid about many diversified subjects. During the steel 
strike, we asked them how their particular business was affected. Due 
to their diversity, we were able to draw a picture which reflected the 
general effects of the strike on all industries. It was remarkable how 
closely their situation resembled the national picture. Through our 
regional board, some of whom are prime contractors, we have been 
able to place subcontracts. The members of the advisory board are 
all respected people in their communities. They are excellent contacts 
and are willing to speak before their local service clubs or chambers 
of commerce to tell the story of SDPA. This, of course, is an excellent 
way of disseminating information to the localities with concentrated 
small industries. The regional advisory board helps to set SDPA 
policy. We get the grass-roots ideas and suggestions from the 
members whose problems and ideas are typical of all small-business 
men. The regional advisory board is a valuable adjunct to the 
regional office of SDPA. 


SUGGESTIONS FOR IMPROVING EFFECTIVENESS OF PROGRAM 


I have pointed out in my remarks how well planned the program of 
SDPA is. All the teamwork and the team itself are set up to function 
with the primary objective well in mind at all times: to increase the 
participation of small business in the defense program. Our entire 
program is geared to that objective, and every man and woman on our 
staff fully understands and is indoctrinated to meet that end. Manu- 
facturers and businessmen are pleased that SDPA was created by the 
Congress and given such broad powers to assist small business. I am 
sure that each one of the members of the House Small Business Com- 
mittee has heard from small-business men and that their remarks have 
been complimentary. At the beginning, we were looked upon with 
misgivings, to say the least, by the representatives of big business. I 
believe that we have allayed their fears to some extent. We can do 
the job without hurting the large firms who have contributed so 
much to the technological progress of the United States. This belief 
is shared by the New York Herald Tribune, as indicated by an editorial 
which appeared on August 12. I would like to quote that editorial 
for the record if I may. It is entitled “The Small Firm’s Share.” 
| Reading :] 

Small-business men have reason to be pleased with their advocate in Wash- 
ington, Small Defense Plants Administrator Telford Taylor. Mr. Taylor has 
mapped out a campaign well adapted to exploit the defense-contract opportunities 
for which small firms are qualified. In addition to planning a campaign of 
action, Mr. Taylor is providing the voice that small business needs if its interests 
are to be heeded. It should not be expected, of course, that even a bold combina- 
tion of action and advocacy will reverse the trend toward defense procurement 
contracts too large for small plants to handle. There are too many cases in 
which the equipment demands of the Armed Forces cannot be met economically—— 
if met at all—uniless full advantage is taken of large-scale technology, first-rank 
research organization, and mass-production methods. The SDP Administrator 
cannot controvert the technological facts of life. He can, however, help small 
firms obtain the contracts which the armed services agree they are competent to 
fulfill. This help is apparently needed. 

Apart from prime contracts, small-business men have many opportunities to 
take out subcontracts from larger firms. World War II experience proved that 
resourceful small firms could develop profitable subcontracting business and even 
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more up into competition with medium- and larger-sized enterprises. A full 
statistical account of the present extent of subcontracting might well reveal that 
the reportedly dwindling share of small firms in prime contracts is not wholly 


representative. 
Whatever the arithmetic may be, small firms labor under some handicaps that 


the SDPA can help remove. The agency is now able to earmark, jointly with the 
armed services’ procurement departments, specific contracts for small firms, The 
SDPA will place specialists in all major procuring activities to disclose opportuni- 
ties that might otherwise escape notice. It will publicize them among small- 
business men. The rest is up te them. With their diligent efforts and the 
cooperation of Mr. Taylor's agency, it may be expected that the small-business 
problem will be kept within manageable dimensions, 

We, of course, concur with that editorial. However, working on 
the job on a day-to-day basis and talking to the businessmen, we find 
certain weaknesses. If we can hurdle those or strengthen our hands 
to some extent, we will be,more effective. My principal recommenda- 
tion can be summed up in one word: Decentralize. A great deal of 
authority which is presently retained on a Washington level must be 
delegated to the regional office. If we are to maintain that we are a 
one-stop agency, this must be done in many of the devices through 
which we can render assistance to small business. 

In the loan function of SDPA the present procedure is for the 
applicant to visit our office first. He generally has a lengthy con- 
ference with one of our loan specialists. If our loan specialist feels 
that the application has a chance of securing the loan, he directs him 
to the RFC regional office. The applicant goes there, and after 
another long conference with an RFC loan examiner he may or may 
not receive the loan application. If he receives the loan application 
from RFC, he returns to his plant to complete the application, which 
is then returned to the regional office of the RFC with a copy of 
SDPA-22. RFC considers the merit of the loan in New York and 
has authority under section 4 (a) of the RFC Act to grant loans up 
to $100,000 with bank participation on a regional level. Above that 
it is referred to Washington. Should RFC deny the loan under sec- 
tion 4 (a), section 302 of DPA and section 714 of DPA are then 
applied to the problem. 

Simultaneously with the transmission of the RFC regional office 
report to its Washington office a copy of the application and two 
copies of its report are forwarded to the SDPA regional office. The 
SDPA regional officer analyzes the proposition in light of section 714 
and reports to SDPA, Washington, at the same time sending the 
application and one copy of the RFC report. 

This time-consuming procedure is followed in all cases regardless 
of amounts. I believe that the regional offices should be granted 
authority to approve loans up to, say, $25,000. It appears that the 
majority of recommendations being received from RFC fall within 
this amount. RFC regions would require similar authority to dis- 
burse loans approved under section 714, as its present disbursement 
limitations are confined to section 4 (a) loans. 

Our financial staff is perfectly qualified to handle this additional 
load, and it would certainly increase our effectiveness in the financial 
field. It would also mean that some time can be saved on the time 
necessary between the filing of the application and the granting of 
the loan. A small loan to a worthy business often means the differ- 
ence between life and death for that firm, and if we can save some 
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time doing it, the proprietor can be saved a great deal of mental 
anguish, and I might add, sometimes his business. 

It also seems to me that certificates of competency should in some 
cases be granted through the regional office. At the present time, 
when it becomes necessary for a businessman to receive such certifi- 
cation so that he may be granted the contract, it is handled almost 
entirely in Washington. We may or may not even be notified that 
such a case is in progress. 

Our staff of engineers is perfectly qualified to make the necessary 
inspection of facilities, and our financial specialists are equally com- 
petent to judge whether the firm has the credit capacity to perform 
on the contract. Perhaps a limitation might be set on the amount 
of the contract authorized on a regional level. The certificate of com- 
petency, however, should be implemented by a fund maintained by 
SDPA. As it stands now, we certify to the firm’s competency as to 
credit. In many cases the certificates are issued based on the prob- 
ability of a loan from RFC. If we had our own fund—I mean a fund 
in relation to the certificate of competency—and the authority to grant 
loans from that fund, we would be sure of the firm’s financial capacity. 

The maximum and minimum staff needed on a regional level: 

In the matter of stafling the regional office to perform the most 
effective job and to obtain the maximum of our objectives, I have 
noticed a most peculiar phenomenon. As the committee can realize, 
in a new agency, just as any new business, there is a certain amount 
of shifting of personnel which should be done during the early period 
of organization. Certain men demonstrate ability in areas which are 
not indicated in their applications or even in the preliminary inter- 
views until they get on the job. 

The limitations set up by the Whitten rider prohibit changes in 
status or salary for at least a year. It would be advisable perhaps to 
amend the Whitten rider to take care of the organization period of a 
new agency; to lift those restrictions which keep a man on a certain 
job when he would be much more valuable at a higher grade or in 
a more responsible position after he has demonstrated the ability. I 
feel that these changes should be allowed before the agency gets in- 
grown and ineffectual to a certain extent while in the formation period. 
At the present time our staffing pattern includes a total of 21 persons 
on the staff, including only 14 men; I might add that is the total 
contemplated for the first fiscal quarter of 1953—14 men and 7 women— 
the remainder being secretarial and clerical help. This is less than 
5 percent of the total of the complete SDPA organization. Since, as 
I pointed out earlier, the New York-New Jersey area has the greatest 
concentration of industry in the Nation, it is quite obvious that the 
staff as presently constituted is inadequate. After 6 months of re- 
questing from Washington, the authority to open a district office in 
Buffalo was granted. However, no additional personnel was author- 
ized. Therefore, we shall be forced to cut the regional office staff of 
21 to man the Buffalo office, even though that district office would 
probably consist of only 3 industrial specialists. 

We contemplate having men in the field inspecting facilities, con- 
tacting prime contractors for possible subcontracting, assisting on 
production and management problems in the plahts. Two of the men 
are assisting on pools, and we are called upon by RFC and other agen- 
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cies to make engineering surveys. We have a large area to cover in 
this region, and we must have the staff to do it properly. I believe 
that the minimum staff necessary would consist of a total force of 
35 men. 

I might add again as an afterthought—this should be in the record— 
that the figure of 35 men was not just pulled out of the air. That was 
the recommended number of men that was agreed upon some 2 or 3 
months ago, which we recommended to the Bureau of the Budget and 
which was subsequently cut to SDP-A’s national office to21 men. This 
would increase our efficiency if we could departmentalize our opera- 
tions and have a fixed number of personnel in each of the departments. 
but it cannot be done under our present table of organization. 

oe other cities in region II should be established as branch 
offices : 

Since this region is large geographically and there are concentra- 
tions of industries located throughout the States of New -York and 
New Jersey, there should be established branch offices to render better 
service to the businessmen located away from the metropolitan area. 
Buffalo, of course, having a great deal of small industries located in 
that vicinity, is more than 400 miles from New York City. That office 
has top priority, and we are working now to open there as quickly as 
moe 

The next most important city to operate from is Newark, N. J. 
Although, in miles, Newark is not far from the regional office, the 
high concentration of industry in northern New Jersey naturally 
seems to funnel toward Newark. A branch office in Newark has sec- 
ond priority and, if our appropriation allows, that is the next one to 
be established. If SDPA should be able to afford it, there are other 
cities in the region where branch offices should be. In New York, the 
Albany area deserves one. The area around Binghamton has a 
industry to warrant a branch operation. In New Jersey, the only 
other location would be in Trenton, which would take care of the 
central portion of the State, which is highly industrialized. The 
completion of the Fairless Steel Plant in Morrisville, Pa., will bring 
many small satellite industries into the Trenton area. The New 
Jersey Turnpike is also a factor in the industrial development of the 
section around New Brunswick, but that area can be served by either 
Newark or Trenton. 

I have attempted to give the committee a fairly detailed picture of 
the SDPA regional operation. These are views after 7 months in 
this area. Most of the time has been spent in making SDPA opera- 
tional. Problems of staffing took the majority of the time. However, 
during this period, this regional office was able to keep up with the 
work assigned to us by Congress; namely, to help a hoc It 
was difficult at times. We operated “off the cuff,” so to speak, at first, 
because, although we knew what was required of us, we had to devise 
our own methods. We spent many long hours and took the problems 
home at night and pondered to arrive at a solution. Nevertheless, 
we are proud of the job we have accomplished, notwithstanding all 
the obstacles at the aE Your committee should be proud of 
their creation, SDPA, for it will accomplish all the results you antici- 
pate, once given the tools. 

Thank you. 
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I would like to add one other thought that came to me last night. 
I have been fighting for 6 or 7 months for this, but we have been 
turned down consistently by Washington. 

I feel that the New York regional office, regardless of set Govern- 
ment regulations, should be servicing Fairfield County, which runs 
up to the Connecticut River in the State of Connecticut. We are 
only 30 or 40 miles from the majority of the centers of industry in 
Fairfield County. To send businessmen to Boston certainly is not 
in the best interests of either SDPA or of the Beston office. 

Mr. Datmas. What is the principal city in Fairfield County? 

Mr. Crrron. I would say Bridgeport. Then there is the Green- 
wich-Stamford area. 

We have been asked many times by the Bridgeport area if we couldn’t 
do something on it. We have been turned down consistently on it. 

I haven’t brought the issue up in the last 3 months. 

In addition to that, RFC services Fairfield County out of New 
York. We feel it is only logical, and you cannot set some of these 
a by the fact that one agency does this and one agency does not 
do this, 

We feel in the same vein that the Camden area, which is in our 
section, belongs rightfully to the Philadelphia office of SDPA. 

This business of advising another office that you are handling it 
and sending copies to Washington is senseless and useless, and there 
should be a decision allowing the Fairfield County section of New 
England to fall under the New York office and the Camden area to 
fall under the Philadelphia office. 

Mr. Datmas. In spite of Government regulations, you cannot change 
geography. 

Mr. ‘rrron. You cannot change geography or the businessmen. To 
make a man whose business is in Greenwich, who banks in New York 
and seeks loans from RFC in New York, go up to Boston for help or 
go to that expense—or, on the other hand, come here, and we have 
to clear it through Boston—is not economically sound. 

He comes with a chip on his shoulder to begin with. 

I want to add that to our report because it occurred to me last night. 

Mr. Mutter. The geographical and time situation between Camden 
and Philadelphia is even closer than that between Fairfield County, 
Conn., and New York. 

Mr. Crrron. I wanted to say that because people accused us of being 
empire builders. We said Camden belonged to Philadelphia before 
we talked about Fairfield County. 

I made several speeches in the Bridgeport area before the Boston 
office yc I do not hesitate to say that I did it when there was no 
other facility available. I wouldn’t want to go into Ed Stewart’s area, 
because the lines have been drawn. 

Mr. Mutter. Is there resistance from the Boston region to giving up 
the Fairfield County area? 

Mr. Crrron. I couldn’t say anything on that. The decision was 
made by the Administrator in Washington. Anything other than 
that I wouldn’t be prepared to state. 

Mr. Mutter. Can you state whether or not there is any resistance 
from the Philadelphia area to taking on Camden? 
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Mr. Crrron. None whatsoever. It is in the best interests of the 
Government and the agency. I feel when something has both of those 
interests, regardless of what defense regulations are governing what 

— if the RFC is able to do it, why shouldn’t SDPA be able to 

o it 

Mr. Datmas. Mr. Chairman, you will recall that Mr. Stewart made a 
recommendation that a district office be established either in Bridge- 
mic believe, or in New Haven or Hartford, and ibly one in 

rovidence. The experiences we have had with SDPA and their 
regional directors do not lead me to think there would be any great con- 
flicts if we could save some money and achieve the same results by 
putting Fairfield County, Conn., into the New York region. I do 
not think there would be any dispute—— 

Mr. Crrron. I think it could be handled without a branch operation. 

Mr. Datmas (continuing). Any more than there would be any dis- 

ute about putting Camden in the Philadelphia area. This is very 
ogical and is something which I believe our committee could support. 
Certainly Subcommittee No. 1, which is conducting these hearings, 
probably would be in favor of trying to get the most effective operation 
with the least people to the best interest of obtaining the objective 
that we set out to achieve when the committee sponsored this bill. 

Mr. Crrron. Mr. Chairman, I think in that connection you would 
be saving several people. We would not have to have a branch office 
to service Fairfield County. We are up there all the time. We have 
made three plant inspections with our engineering staff for RFC this 
week and last week. In conjunction with RFC we have to service 
Fairfield County. So, we have men up there constantly. There is no 
part more than 90 miles from New York. 

Mr. Muurer. Then, even though the distance may be greater from 
here to Bridgeport than between Camden and Philadelphia, they do 
commute between Camden and Philadelphia as they do between 
Bridgeport and New York. It is a short run by car or transit facili- 
ties, and the businessmen are accustomed to doing it. So far as I 
am concerned, I certainly would advocate that change. 

(There was discussion off the record.) 

Mr. Murer. Mr. Mansfield. 

Mr. Mansrievp. Mr. Chairman, I want to say that this statement 
by Mr. Citron was an excellent one. I would like to ask Mr. Citron 
what has been his experience in dealing with business Is. 

Mr. Crrron. Well, I believe at the present time, Mr. Chairman, there 
are some eight or nine pools either approved or in the process of being 
approved. Like everything else, there are good pools and indifferent 
pools. I think some of the pools accomplish a purpose; others I am 
not certain of. The ones that we are not certain of are under investi- 
gation. 

We have a system whereby I believe everyone within each pool is 
checked not only for their reputation but security checks and every- 
thing else. 

I can say this from my vantage point: I have not seen in this area 
any startling success with a pool that has been formed. I do think 
that the Bridgeport 1 which we were working with until Boston 
opened up—lI think they call it the Greater Bridgeport Pool—which 
liad some outstanding manufacturers in it, will accomplish a purpose. 
Some of these smaller pools, which have very little shops and in some 
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cases bakeries and laundries that are getting into them, I cannot see 
personally from my business experience where they are going to aid 
the defense effort to any great degree. 

I did notice that the General Tire “Mother Hen” type of pool, which 
most of you read about in the Midwest in the last few days, is a pool 
likely to do some good. 

Mr. Mansrie_p. This committee has had some experience over the 
years with business pools in California. It has worked out very nicely 
there. They bring together a lot of small businesses so in combina- 
tion they can get in and do something that will be of benefit to all of 
them. 

Mr. Citron, you state your relations with the other Government 
agencies are satisfactory ¢ 

Mr. Crrron. They have been excellent. I would say they have been 
excellent with every agency. In fact, we have never had any of the 
feelings of pulling back and forth with the Commerce Department 
that might ae appeared in Washington. We worked very closely 
with them from the start, probably due to the fact that we are in the 
same building with them. I have even gone so far as to put in a 
request through channels to the Secretary of Commerce asking if we 
cannot utilize the space of the Commerce office for your Buffalo office, 
in that way saving the Government the expenditure of funds for an 
office and for equipment and for secretarial help, because, only having 
two or three people to put up in Buffalo and the fact that NPA is 
reduced by 30 percent, I thought, if the Government red tape can be 
eliminated, there would be no reason in creation why SDPA might 
not be in the Commerce Department. 

Mr. Datmas. You will recall out West, in seven cities out there 
that were seeking district offices, the chambers of commerce of the 
various cities offered space and in some instances furnished steno- 
graphic help. 

r. Crrron. Mr. Chairman, in that connection, we have tried as 
a matter of policy in this region to stay within our cooperation with 
either State government or Federal Government. We find when 
you start putting an office in, or use personnel of a civilian group, 
there are too many areas in which there will be misunderstandings, 
and it just isn’t the same, particularly in the Buffalo area, where 
the chamber of commerce specifically has been opposing SDPA for 
many months. Up there we have tried to improve our relationships, 
but they have not been an advocate of small-business help through 
SDPA. So, the reason we didn’t approach them up there was that 
we felt, particularly since our hope for district manager in Buffalo 
happens to be with the Department of Commerce, it might be a good 
solution and to save funds to work together with them in that area. 

Mr. Damas. I am not questioning that, but I do question the 

roposition that any chamber of commerce in any community in the 
Dnited States isn’t interested in their own business problems in the 
community. That is what it was formed for in the beginning. I 
think probably, if their general manager understood what the objec- 
tives of SDPA were, you wouldn’t have opposition; you would have 
cooperation. 
e have found that the chambers of commerce throughout the 
country—I am not talking about the United States Chamber of 
Commerce down on H Street in Washington, D. C.; I am talking 
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about the local chambers of commerce throughout the country— 
Lynchburg and Boise and everywhere else—have cooperated 1,000 
percent with this committee. 

Mr. Crrron. I didn’t mean to imply that the small ones haven’t. 

Mr. Damas. Brooklyn isn’t a small one. Chicago isn’t a small 
one. It is a pretty-good-sized one. 

r. N. We haven’t done much with the chambers in New 
York; but in the smaller towns, such as Rochester, Syracuse, and 
Newark, we have worked very closely with them. 

Mr. Daumas. As part of the business community in the United 
States, I think they are one of the best bets the SDPA has, if you 
do not mind my saying so. 

Mr. Muurer. You have said it. 

Mr. Datmas. I hope I have your support in that. 

Mr. Crrron. I meant to convey that in some cases where a chamber 
of commerce may have a number of very large businesses in their 
vicinity or may have a special tie to the NAM or something—in those 
cases I meant to imply there is a certain amount of opposition. We 
ran into it on a number of occasions. For the most part, they are 
100 percent cooperative. 

Mr. Mutter. Has the Commerce Department indicated the possi- 
bility of giving you that space in Buffalo or that assistance? 

Mr. Crrron. I would say they haven’t indicated the possibility. 
They thought we had an awful lot of presumption in asking for it, 
but I do not see how they can turn it down. 

Mr. Mutrer. Is there space in Buffalo rented or Government- 
owned ? 

Mr. Crrron. It is in the Post Office Building. Would that be 
Government-owned or rented ? 

* Mr. Muurer. That would be Government-owned. ' 

Mr. Crrron. They have had a large reduction in force. That would 
be the logical way to do it. 

Mr. Mutrer. If they have had a reduction in force, they are not 
going to be willing, and they are going to resist letting you use 
their staff. 

Mr. Crrron. We are not asking for anything but a part of a day 
of a stenographer. Our staff will be ours, paid by SDPA. All we 
asked for was the use of the space. We wouldn’t ask for the use of 
the staff. . 

Mr. Mutrer. I can see they are going to ibly go along with you 
on their space, but I doubt if they will ewabing with yea on sing 
a Ti, 2 aragg for part of a day. 

Mr. Crrron. I guess we can get another GS-3. They thought it was 
funny, but we were serious. When you are saving money for the 
Government, I do not see where a thing like that can be questioned. 

Mr. Datmas. You mean saving money for the taxpayers. 

Mr. Crrron. Regardless of who does the job or whose space it is. 

Mr. Mutrer. Mr. Burton, do you have any questions? 

Mr. Burton. I have no questions at this time. 

Mr. Moutrer. Mr. Dalmas? 

Mr. Datoas. I think I would like, Mr. Chairman, if you will permit, 
to make the committee’s letter to the Regional Directors and telegram 
to the Regional Advisers a part of the record. The same letter and 
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be, tr with change in date and place were used for the different 
rear 

Also, I would like, if I may, to compliment Mr. Citron on a very 
thoroughgoing statement, which answers a great many of our ques- 
tions before we have asked them. Consequently, I haven’t any 
questions, 

Mr. Mu rer. Without objection, the letters referred to by Mr. 
Dalmas will be made part of the record. 

(The letters referred to are as follows :) 


AveustT 19, 1952. 
Mr. Casper H. Crrron, 
Regional Director, Small Defense Plants Administration, 
New York 18, N. Y. 

Dear Mr. Crrron : This is to confirm my conversation with you yesterday rela- 
tive to hearings to be held by Subcommittee No. 1 in New York City on Thursday, 
August 28, beginning at 10 a, m. As indicated, we shall appreciate your making 
reservations for six single rooms with showers for the evening of Wednesday, 
the 27th. We also hope that you can arrange with the Vanderbilt for a hearing 
room without cost to the committee. 

All regional board members have been requested to attend as indicated by 
the attached telegram. After hearing your statement and the statements of 
members of the regional Advisory board, if other small-business men desire to be 
heard on any specific problems which they have, the committee wil be glad to 
hear them. However, the emphasis of the hearing should be in keeping with the 
subject, namely, Field Operations of the Small Defense Plants Administration. 
In connection with the testimony of supplemental witnesses, it will be helpful 
to the committee to have testimony from witnesses who have been significantly 
helped through the efforts of the New York regional office of the SDPA. 

There is no limitation placed upon the length of your statement as regional 
director. However, other statements should be not more than approximately 
10 minutes reading time in length as the committee will desire to question the 
witnesses on various points. All testimony should be written out and sufficient 
copies cf each prepared statement should be available for the committee, the 
committee staff and members of the press. The testimony wil be transcribed 
by an official reporter and later printed as a House document. None of the 
witnesses will be placed under oath. 

The committee will be accompanied by Government repreesntatives from the 
Office of Small Business, Munitions Board ; Reconstruction Finance Corporation ; 
Office of Price Stabilization; Defense Production Administration; and of course, 
the Smal Defense Plants Administration. However, we do not attempt to make 
reservations for the personnel of these agencies although they will probably stop 
at the same hotel we do. 

The members of the subcommittee conducting these hearings are as follows: 
Hon. Mike Mansfield (chairman), Hon. Joe L. Evins, Hon. Clarence G. Burton, 
Hon. Abraham J. Multer, Hon. Clinton D. McKinnon, Hon. William 8. Hill, Hon. 
R. Walter Riehlman, Hon. Horace Seely-Brown, Jr., and Hon. Thomas B. Curtis. 

However, we are unable to inform you which of the members of the committee 
will attend the hearing in New York, but we are reasonably sure that we will 
have in attendance Messrs. Mansfield, Burton, Multer, and Riehlman. Others 
may also attend. 

Last year a series of field hearings was held by the subcommittee in 29 cities 
in 28 States on the Problems of Small Business Related to the National Emer- 
gency. These hearings, which have been sent to your office, comprise a most 
valuable record of first-hand information concerning the difficulties confronting 
small-business men in all parts of the Nation. This record was instrumental 
in the establishment by Congress of the Small Defense Plants Administration. 

As noted above, the subcommittee is primarily interested during the present 
series of hearings in determining the effectiveness of field operations of SDPA 
in assisting small business, and similar hearings are planned for each of the 
18 regions. Hearings have already been held in regions VIII and XIII. 











3228 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


As Director of the regional office, your views concerning the following points 
will be most helpful: 

The nature of problems confronting small-business men in your area. 

The program of assistance to small business in region I. 

. The extent of cooperation with other Government agencies in your region. 

. The function and value of the regional advisory boards. 

. Suggestions for improving the effectiveness of the program. 

. The maximum and minimum staff needed in your regional office. 

. What other cities in your region should, in your opinion, be established 
as district or branch offices. 

The committee holds two sessions each day, the first beginning at 10 a. m. and 
the second, usually at 2 p. m. I want to emphasize the informal manner in 
which the hearings are conducted. The hearing room should be arranged so 
that the committee and the staff may sit at a table facing the witnesses and 
audience on the same floor level with other tables wing-shaped on each side of 
the committee table for Government representatives. As indicated, a period 
of questioning follows the statement of each witness. Please have 15 or 20 
copies of the list of witnesses ready for us at the beginning of the hearing. 

iInclosed are several copies of the committee’s weekly report for August 16 
announcing the proposed field hearings which you may wish to use in connection 
with press coverage of the hearing. We have made no attempt to secure any 
publicity for the hearing, which is an open public hearing, and if you desire to 
secure announcements through Boston and other New England papers, you are 
at liberty to take such appropriate steps in this direction as you feel are neces- 
sary. If you need any further information, please do not hesitate to let us 
know. 

We thank you very much for your cooperation and look forward to being 
with you on August 28. 

Sincerely yours, 


NS Th Oe 


Vicror P. DaLMaAs, 
Ezecutive Director. 


P. 8.—Since writing the above letter, plans have been made for Dr. Arthur F. 
Lucas, economist of the committee staff, to be in New York Monday morning, 
August 25, to check final arrangements with you and to answer any questions 
which you may have in mind. We do not intend to indicate, however, that you 
delay making the arrangements pending Dr. Lucas’ arrival, for, as we all 
realize, time is short, and Dr. Lucas’ visit will be to advise rather than to 
initiate. V. P. D. 

(Telegram ] 
House SMALL BusINess COMMITTEE, 
August 15, 1952. 
A. Duptey Baca, 
President, New England Metallurgical Co., 
South Boston, Mass.: 

Hon. Mike Mansfield, chairman of the Subcommittee No. 1 of this committee, 
requests the benefit of your testimony in person at a public hearing to be held 
in Boston on Tuesday, August 26. The purpose of the hearing will be to consider 
the effectiveness of SDPA field operations in assisting small-business men. 
Your views concerning the following questions will be most helpful to the sub- 
committee: (1) What are the problems facing small-business men in your area 
in the present mobilization period? (2) What function has the Regional Ad- 
visory Board served? Have its recommendations been adopted by SDPA? (3) 
What has been the value of SDPA operations in your area? (4) How could its 
program be improved? Mr. Edward J. Stewart, regional director of the Small 
Defense Plants Administration, will advise you of the time and place of the 
hearing. Your cooperation will be greatly appreciated. 

Vicror P. Datmas, 
Executive Director, House Small Business Committee. - 


Mr. Mvuurer. Mr. Monzel, do you have any questions for Mr. Citron? 

Mr. Monzex. No. 

Mr. Motrer. Mr. Citron, you referred to municipal revenue bonds 
being used to build factories for leasing to private industry and re- 
ferred to free power and free water. Do you know whether or not 
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those revenue bonds are tax-free income taxwise so far as the Fed- 
eral Government is concerned ? 

Mr. Crrron. Let me call on Mr. Zimel, who prepared that part, 
to answer that question. 

Mr. Zire. They are municipal revenue bonds which are tax-free 
by the Government. I believe, Mr. Chairman, that there was a bill 
pro last year in the Congress to limit somehow the operations 
of these plants which are operating in buildings built by the munici- 
palities. I do no think it got very far . I do believe it was presented. 

Mr. Burton. Isn’t that a very unusual situation ¢ 

Mr. Zrmev. It was unusual, but a year or two ago it started to be- 
come quite prevalent in the South, and there are many cities that have 
built large textile plants. Textron Corp. now has six or seven plants 
that municipalities have built throughout the South for them. I 
cannot name the cities offhand. I have studied that situation. 

Mr. Burton. And have rented them? 

Mr. Zimeu. Yes; they are leased to private industry. 

Mr. Burron. On long-term contracts? 

Mr. Zirmex. That is right. 

Mr. Burton. Are those rates, as a rule, fair for the buildings that 
they are given? 

Mr. Zrwev. They are much lower than the rates generally charged 
in this area where the floor space, particularly in the New Jersey 
area, runs around a dollar a square foot. They get it for 35 and 40 
cents a square foot. 

Mr. Burton. Will that pay its way? 

Mr. Zrmev. It will pay off the revenue bonds. — 

Mr. Burton. In what length of time generally? 

Mr. Zrweu. I think they are 40 years. They are 40-year bonds, 
Mr. Congressman, most of them. 

Mr. Mouurer. Isn’t this a typical way in which it is being done? 
The municipality in order to bring in the new industry will float a 
bond issue. The one I have in mind now, I just read the prospectus 
only yesterday. It was for $1,300,000 in bond issue, of which about 
$100,000 would be the cost of the floating of the bonds and legal fees 
and expenses and the like—$1,200,000 will be put into the actual pur- 
chase of land and the construction of the plant. Of course, the bonds 
will bear interest and the municipality assumes no obligation except 
to receive the rent from the plant after it is erected and they move 
into it and take occupancy of the plant. 

The municipality assumes no obligation except to see that the funds 
are used for the building and the payment of the purchase price of the 
land and to receive the rents and pay it to the bondholders for interest 
and principal, and the term will be 25 to 40 years for repayment. The 
lease will be for the same period of time with a provision that the 
rental shall be equivalent to the amortization and interest payments 
required on the loan. Isn’t that the typical way of doing it? 

Mr. Zrmev. Yes, sir. 

Mr. Burton. What is the security behind that loan other than the 
property itself? 

Mr. Mcurer. None. There is a mortgage on the land and the build- 
ing and only that equipment which is part of the building. 
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Mr. Burton. Then neither the municipality nor the company guar- 
antees the bonds? 

Mr. Muurer. The company guarantees payment of the bonds but 
the municipality does not guarantee payment of the bonds interest or 
principalwise. That is what caused me to ask that. 

Mr. Burton. It is really a company bond. : 

Mr. Murer. It is a company venture and a company bond. That is 
why I asked whether it is tax-free, because this prospectus said it was 
tax-free. I couldn’t understand how it could be, it being the obliga- 
tion of the private company. 

Mr. Burron. What is the purpose of such a bond other than to be 
tax-free? 

Mr. Zimet. There is no other purpose except that. Municipal bonds 
are tax-free and these large companies take advantage of that. 

Mr. Burton, It is only nominally then a municipal bond. 

Mr. Mutrer. That is the point I was trying to make. 

Mr. Zrue.. That is true. There are two types, the general bond 
and the revenue municipal bond. 

Mr. Mutter. This is neither a revenue bond nor a general bond. 

Mr. Zrmet. Most of them are revenue bonds. 

Mr. Mutter. No. They say specifically they are not revenue bonds. 
They say specifically the municipality assumes no obligation except to 
pay the rent over to the bondholders when it is collected in repayment 
of their interest and the loan. 

Mr. Burron. On that statement of facts, it is not their problem, 
it is ours. 

Mr. Zrex. It affects us because we have to compete with them. 

Mr. Burton. That is an inequity in the tax laws. There seem to be 
smart boys who can find loopholes. 

Mr. Datmas. It is one of the inequities that doesn’t help small 
business. 

Mr. Burton. It doesn’t help anyone. 

Mr. Mutrer. While there is no doubt it does not affect. our com- 
mittee, I think it is a matter that our committee must take cognizance 
of and possibly something we may want to consider in executive ses- 
sion and on the basis of which make a recommendation to the Ways 
and: Means Committee. 

Mr. Burton. That could be. 

Mr. Datmas. Following Mr. Mansfield’s inquiry about pools, the 
General Tire pool was mentioned. At the time that press release 
wandered across my desk I questioned, in my own mind, whether that 
was a good technique or a bad technique, where you take a big concern 
and make them the fiscal agent, so to speak, of the pool and they guar- 
antee the financial part of the pool, and so on. I just wondered what 
they got out of it and whether they were doing it for charity or what. 

o you understand the technique of that pool? 

Mr. Crrron. I haven’t studied it, Mr. Chairman. I do not really 
know. I do not know what they are going to get out of it except maybe 
the satisfaction of doing something for small business, some publicity. 

Mr. Datmas. Do they get a fee out of it? 

Mr. Crrron. I do not know. 

Mr. Zrmet. I think there is a management fee. 

Mr. Burton. They would be entitled to a fee. 

Mr. Crrron. You have some responsibility there. 
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Mr. Daumas. I am wondering whether it is good or bad. 

Mr. Rosenthal may have a comment on that. He is the general 
counsel of SDPA. 

Mr. Rosentuav. I did a little work on that at the national office. 
We were very concerned about the problem. We realize that the 
whole pool procedure, as far as we were concerned, was designed to 
help small business and we were worried about the fact that this was 
a pool in which a particularly large concern was involved but we felt 
there were many advantages to small business in it, The small-busi- 
ness members would be obtaining at the subcontracting level the equiv- 
alent of what pool members usually receive at the prime contracting 
level. The plan was that all prime contracts would be taken by Gen- 
eral Tire in its own name, and General would let out purchase orders 
to the small members of the pool. General’s profit would be derived 
either from the spread between the prime contract price and what 
General paid for the supplies that were needed from the small members 
of the pool, or else perhaps from fees it would charge for engineering 
or financial services. . 

But General would charge no fees for actual procuring of contracts, 
nothing of that sort, but would be compensated out of merely fees 
for the actual work they were performing on the contract or out of the 
spread between the contract price and what they paid their sub- 
contractors. 

We had great doubts about it. We discussed it at great length with 
the Antitrust Division of the Department of Justice which is par- 
ticularly concerned because General is one of the four or five largest 
companies in the rubber tire and rubber field in the country and has 
been expanding into other fields and has been a source of worry to 
Antitrust. 

We to the proposal largely because the pooling program as 
a whole has not been successful so far and we thought we ought to have 
an open mind as to new techniques and not try to foreclose a new 
plan just because we were not sure as to the prospects of success. We 
submitted it to the Department of Justice on that basis. There were 
any number of assurances in the program that General would not 
dominate the pool in such a way as to prejudice the interests of the 
small concerns in it. 

We thought we would try this one on an experimental basis and see 
how it works and, if it works successfully and other large concerns 
might want to do a similar thing, they could go ahead. The Depart- 
ment of Justice with us on the advisability of going ahead with 
it and we obtained the a oes of the Attorney General. 

Mr. Datmas. Hasn’t SDPA been the sponsor of this particular pool 
and others like it? Do they have any control over the actions of Gen- 
eral Tire & Rubber Co. after it once gets going? 

Mr. Rosentuat. For one thing, we can vithdtaw the Government’s 
approval. . 

Mr. Daumas. You wouldn’t be very apt to do that. 

Mr. Rosentuat. We would if there were any abuses—if, for exam- 
ple, General Tire was trying to swallow up the individual concerns in 
the pool, or if there were any indications whatever that the pool was 
operating in the tire and rubber field which was specifically prohibited 
chen we approved the pool. 
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Mr. Datamas. What control do you have over the re Pye: terms, 
and the conditions of the contract which General will make with the 
subcontractors ¢ 

Mr. Rosenruav. No actual direct control. 

Mr. Datumas. You have a provision in the law that gives you some 
supervision of that? 

. Rosentuar. We will keep an eye on it and we can call on them 
for reports on just how they are administering the contracts they 
take. If we find that small-business concerns in the pool are not net- 
ting a fair return, we will feel obliged to withdraw our approval. 
They understand they are subject to further supervision. Likewise 
the Antitrust Division of the Department of Justice will be kept ap- 
prised of all changes and consulted on them. 

Colonel Puturrrs. Congressman, I was just wondering, if pools to- 
day have been declared small business and receive the benefits of small 
business, which they normally receive, whether this will be an excep- 
tion or whether it will place General Tire in a position of getting their 
contracts as a small-business concern and then awarding subcontracts 
to the members of their pool, which they normally would do anyway ? 

Mr. Rosenruat. We do not intend to classify it as a small business 
in connection with military procurement. General will take contracts 
in its own name, as a large concern. 

Mr. Mutrer. There will be no allocation of contracts to them of 
contracts that should be allocated to small business ? 

Mr. Rosentuat. None whatever. The field they are competing 
in is one in which we have been assured that small business concerns 
cannot compete individually. 

Mr. Datmas. Are pools doing any good whatsoever in getting de- 
fense contracts ? 

Mr. Motrer. Who is going to answer that ? 

Mr. Damas. Mr. Rosenthal. 

Mr. Rosentuat. I wish I had not been called on to answer that. So 
far pools have not been an outstanding success. That is one of the 
reasons we were willing to experiment on a proposal such as that of 
General Tire. The most successful pool has been the one in Peoria, 
Ill., which obtained one $3 million prime contract and has one or two 
other small contracts. As a whole, I think, though, that pools have 
been quite a failure. 

Mr. Daumas. I happen to know first-hand that the Peoria pool 
obtained that contract through the services of the Small Defense 
Plants Administration in Chicago. It was one of the things that has 
concerned us. 

The Omaha pool, for instance, was the first one formed. In World 
War IT they had a similar pool in Omaha with about 100 manu- 
facturers in it. They performed 65 contracts in World War II. I 
have forgotten the dollar value of all of those contracts, but I under- 
stood from an up-to-a-few-days-ago report that Omaha hasn’t gotten 
a single contract. Is that corect? 

Mr. Rosentuat. I believe that is correct as far as prime contracts 
are concerned. I have been told by Mr. Kirkland, the manager of 
the Omaha pool, that in World War IT the contracting agencies were 
willing to accept the obligation of the pool corporation as a prime 
contractor as sufficient in and of itself despite the fact that when the 
pool was incorporated it very seldom had real assets of its own, beyond 
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some office furniture and a little cash in the bank for operating ex- 
penses. mt 

Mr. Dauaas. As I understand it, today the military will not recog- 
nize a pool unless it shows a very substantial financial responsibility ; 1s 
that correct ? 

Mr. Rosentuav. Either that or they will require certain guaranties 
from the members of the pool who are going to work on the contract 
which the members feel they cannot undertake because it means, in 
effect, that they are obligating themselves to be responsible for the 
performance of other members of the pool. There was a meeting out 
at Wright Field on that subject, but nothing has come of it. 

We would like to get a clear statement from the military as to 
exactly what they want from the pools in terms of financial responsi- 
bility and obligations, because, at the moment, they are operating in 
an in-between situation, hoping that a more liberal procedure, such as 
used in World War II, will be followed, but running into obstacles 
when they deal with contracting officers. 

Colonel Puitirps. Under the directive that is out on pools now the 
requirements, as far as financial responsibility is concerned, will be 
the same as they are for any business firm. The military wants to be 
assured that the pool is going to produce under the contract and that 
they are financially able to produce. That requirement is no different. 
It has to be secured in a little bit different way, but it is no different 
than the ordinary situation. Each of these companies are going to 
have to accept some responsibility financially, depending on the type 
of pool. Where it is a “mother hen” operation like that of General 
Tire, certainly General Tire will carry the entire responsibility. But 
where it is a group of small firms banding together, then they will 
require some financial responsibility fom each of those firms who are 
going to participate in that particular contract, and that is the re- 
sponsibility, of course, of the contractor officers to be sure that they 
aro financially responsible. 

Mr. Datmas. In essence it is a partnership arrangement. 

Colonel Pumurps. That is right, sir. 

Mr. Rosentua. The trouble with that is that the members of the 
pool hate to regard it as such because many of the pools have dozens 
of member concerns and a member cannot pick the other concerns as 
carefully as an individual picks his own partners. 

Mr. Mvuurer. They want to be a partner to the profits but not to 
any possible losses. 

Mr. Rosenruar. To some extent that istrue. The Munitions Board 
directive on the subject spoke primarily in terms of responsibility for 
performance. As far as performance is concerned, the members of the 

| are willing to undertake this obligation. The trouble comes up 
in the contracting offices with the problem of responsibility in the event 
of default. That is something that just hasn’t been ironed out. But 
we would be most grateful if some kind of directive answering it either 
way, giving a clear answer, would come out, so the pools knew where 
they stood. 

Mr. Murer. Can’t the question of responsibility of performance be 
solved by a performance bond? 

Mr. RosenrHat. Sometimes so, but sometimes they are hard to get. 
Some pools can’t get bonds, while others have no trouble at all. 
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Mr. Datmas. One more question. I do not mean to pursue the 
subject too long, but it was brought up in Boston with regard to sub- 
contracting. Even in a 1 it doesn’t seem to me that the subcon- 
tractors have any protection whatsoever. I am not intimating there 
is anything wrong with the financial structure of General Tire, but 
what protection do the subs have when a prime contractor either in a 
pool or out of a pool goes broke? Do they have any protection in case 
a oes broke, or something of that nature? 

one. That is one thing that the committee is concerned about, 
because most of the subs are, generally speaking, small concerns. 
They take contracts from the prime. They have no protection from 
the Government whatsoever, Mr. Chairman. 

Mr. Muurer. As I remarked in Boston when the problem was pre- 
sented to us, the Government in effect represents to small subcon- 
tractors that when they have let a contract to the prime, the prime 
is financially responsible and able to perform. On the basis of that 
he goes ahead and makes a subcontract, and takes the subcontract, 
only to find in some cases, after he has made delivery, he cannot get 

ayment. By the time he gets his judgment the company is in the 
baile of a trustee or receiver in bankruptcy. It is a problem, I 
think, which the committee must consider in executive session. I do 
not know the answers at the moment. 

Mr. Daumas. One of the points about this thing is that the armed 
services, particularly, and the Department of Commerce say the place 
of small business in this whole defense program is in the subcontract- 
ing field and then they do not give them any protection after they 
get the subcontract. 

Mr. Mansrretp. May I ask Mr. Citron another question ? 

Mr. Muurer. Yes. 

Mr. Mansrrevp. What is your relationship, if any, with MSA? 

Mr. Crrron. Practically none. 

Mr. Mansrtevp. No reasons for having dealings with them up 
to here? 

Mr. Crrron. About the only relationship I can really speak of—this 
is off the record—is trying to get the space they are vacating in 
2 Park Avenue. 

Mr. Mansrtetp. That is a little beside the point. As I recall, the 
Mutual Security Act had a pretty strong small-business amendment 
which seeks to give to the small-business men in this country as much 
,articipation as possible in the acquisition of goods of various kinds 
te for shipment abroad. 

Mr. Crrron. Mr. Chairman, that wouldn’t affect us directly. That 
would affect the procuring agencies. 

Mr. Mansriexp. It might affect you, too. I would suggest, if there 
is an office of MSA here, if you have enough time, you contact them 
to see what sort of a going relationship can be established between 
you and them. 

Mr. Crrron. That will be done. My deputy is a former MSA 
man, so if there is anything, we can work it out. 

Mr. Murer. The particular subject is close to Mr. Mansfield’s 
heart because, as a member of the Foreign Affairs Committee, he 
was primarily responsible for ioe into that act provisions to make 
sure that small business will be able to participate fairly in that 
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program and that it wouldn’t all be going to big business. I think 
that Mr. Mansfield is again on the right track, that SDPA might be 
able to fit into its program a method and procedure for helping small 
business ae gy in that program. 

Mr. Crrron. Mr. Chairman, if MSA wants to purchase something, 
it would still go through the regular channels of the procurement 
agencies. 

Mr. Muurer. I understand that this is probably new to you, but 
small business at large has that same misconception of MSA, as you 
have indicated. MSA is not a procurement or purchasing agency. 
While they do finance the purchases and the exports, they do not de 
the purchasing. I think SDPA could do a great job in enlightening 
the small-business man as to how he could go about getting into that 
program. 

Colonel Puitiers. In that connection they will to some extent come 
into it. By agreement with MSA they are now sending their procure- 
ments out to all of our small-business specialists and the SDPA pro- 
curement people are in our offices. They will have that information 
as to what MSA has to offer to small business, along with our people, 
and also, insofar as the items that the military buys for MSA, it is 
very true that they go through right along with our normal procure- 
ments, and it isn’t always possible to tell which items are for shipments 
overseas, but the speeial ones they are putting up on the bid boards 
now along with the regular military requirements, and I think there 
will be a lot more information available on MSA from now on. Once 
they are sent out to every procurement office, the SDPA people will 
have them there as well as the small-business specialists. 

Mr. Motrer. I think it is a problem that is not regional, but it is 
one that Mr. Rosenthal and Mr. Stevenson may take back to Wash- 
ington and pursue there and issue the necessary directives to the 
regional offices. 

Colonel Purirrs. It is a very recent agreement which we have made 
with them. 

Mr. Muurer. Mr. Dalmas reminds me that the point 4 program 
is also channeled through MSA and that can be worked out to the 
benefit of small business in your work. 

Mr. Srevenson. May I insert there, Mr. Chairman, that MSA has 
its own office of small business, which at the present time we are work- 
ing into at the Washington level on an interchange basis, for the 
dissemination of the procurements we can handle forthem. They are 
not a procurement agency. 

Mr. Muvrer. There is a lack of information on the subject, not only 
in SDPA regional offices, because, after all, they are new and it would 
ordinarily be looked upon as a field that is foreign to their activities, 
but they, as well as the small-business man, must be acquainted to a 
larger extent as to what is going on and how to get into the program. 

At this point I would like to ask Mr. O’Donnell if he would like to 
comment about the suggestion about letting the regional offices of 
SDPA make loans up to the amount of $25,000. 

Mr. O’Donnevt. Mr. Chairman, thank you for giving me the op- 
portunity of commenting. I want to thank Mr. Citron for the com- 
plimentary remarks he made. I am glad to find that our office in 
New York together with the regional office is operating on a harmoni- 
ous basis. That is the theme of the Administrator of RFC. I am 
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delighted to see that it is working out that well. Insofar as his rec- 
ommendations are concerned, I think they appl yo to actions 
that might be taken by the Administrator of SDPA. If and when 
Mr. Taylor acts on those recommendations, we, of course, will be de- 
lighted, as we have in the past, to synchronize our program and make 
any necessary changes and practical changes in order that we may 
harmonize with them. As it stands today, our agency managers have 
authority to make loans up to $100,000. The key to the use of section 
714, of course, is a recommendation from Mr. Taylor. Until such 
time as he delegates to the field, we have to wait upon his recommenda- 
tion in order to use the authority. 

That is all I have to say. 

Mr. Muurer. I personally have some doubts as to the advisability 
of further delegating lending powers away from RFC. My own opin- 
ion is that all the lending powers should be concentrated in one agency 
with the right of recommendation in the other agencies. That is my 
own view of it. 

Mr. Crrron. Mr. Chairman, I think there is a misunderstanding 
there. We are not asking for power from RFC. We are asking for 
this. When small businessmen come in and need $5,000 in 3 weeks, 
we are asking for the New York branch of RFC and the New York 
branch of SDPA to do it among themselves without going down to 
Washington. We are not asking SDPA get that authority. 

Mr. Murer. I see. 

Mr. Crrron. We are asking for the regional office to get some small 
authority so we can cut some of the long delay, sometimes 4 months, 
to go back and forth. 

Mr. Murer. Then your recommendation is that the authority be 
vested in the local agency ? 

Mr. Crrron. With RFC. 

His comments were perfectly appropriate. It isa matter of SDPA 
policy in Washington. It is not a matter of RFC. 

Mr. Mutter. Yes. 

You touched upon the situation of competition with Japanese 
products and with other foreign products that are being imported 
here, and competition with the domestically produced products. I 
think that points up that many of the small businesses are not neces- 
sarily having difficulties because of the emergency situation that they 
arein. They are of a more permanent nature which need constant at- 
tention and solution. The problem of competition with imports from 
abroad, I think, is one that must be directed to the Tariff Commission 
in the first instance, to try to alleviate that situation. 

I do not know whether this committee would care to get into it. On 
the other hand, they may see fit to make appropriate recommenda- 
tions. On the other hand, it means practically treading on the toes 
of the Tariff Commission. I do not even want to suggest that this 
committee should get into it. 

Before we excuse Mr. Citron, if there is any r-presentative of any 
Government agency who would like to comment on Mr. Citron’s state- 
ment, we will be glad to hear from him at this time. 

Captain Caro. I am Captain Calo, small-business specialist, from 
the Chemical Corps, New York Chemical Procurement District. 

I have nothing to direct to Mr. Citron, but for your general imfor- 
mation, we have been doing some purchasing for the MSA, and I 
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believe a better job could be done on publicizing it, and probably 
SDPA should get in on that, because there are a lot of opportunities 
for small-business people, especially in a big export center like New 
York. 

I believe any of those items that have come to the attention of the 
small-business specialists have been thoroughly publicized to the 
people who call at our offices. 

I would like to mention one other thing in answer to Congressman 
Mansfield’s question about the pools. This is strictly a personal 
observation of the pools in this area that have called on us. I believe 
the main drawback to the small-business pools is that the ones in this 
area that I have had contact with do not have a central head and 
financial background and engineering ability and coordination to bid 
on a prime contract. There are a lot of small businesses, all of whom 
are capable in their own particular fields, but it seems they are lacking 
in the ability to bring all of those things together and being able to 
bid on one item and having the thorough engineering knowledge of 
just exactly what they are doing. 

In this General Tire situation, even though it seems to be going back 
to the same premise that we worked on before, that a big company 
take the contract and then award a portion of it to small business, 
that seems to be the only solution to having the engineering and finan- 
cial ability and the coordination necessary to do a good job on a prime 
contract. 

Mr. Muurer. Thank you, sir. 

Thank you, Mr. Citron. We appreciate your coming here and 
making that very fine statement. We know you and your staff will 
continue to do a good job in the New York region. 

Mr. Crrron. Thank you, Mr. Chairman. 

Mr. Murer. Mr. John Orchard, are you prepared to go on now? 


STATEMENT OF JOHN E. ORCHARD, PRESIDENT, ORCHARD BROS., 
INC., RUTHERFORD, N. J.; VICE CHAIRMAN, REGIONAL ADVI- 
SORY BOARD, SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. Orcuarp. Yes, sir. 

Mr. Mvurer. Will you come forward, sir? 

This is Mr. John Orchard, president of Orchard Bros. He is the 
regional vice chairman of the regional advisory board of this region. 

Mr. Orcnarp. I have a prepared statement. May I read it? 

Mr. Moutrer. If you will, me sin 

Mr. Orcuarp. My name is John E. Orchard. I am president of 
Orchard Bros., Inc., a metal manufacturing concern in Rutherford, 
N.J. Lam also vice chairman of the Small Defense Plants Adminis- 
tration Regional Advisory Board for the the New York District. 


I, THE PROBLEMS CONFRONTING SMALL BUSINESS TODAY 


A. The current emergency defense mobilization period, while creat - 
ing specific problems during this period for small-business men, also 
serves to high light the one big problem of a small business in our 
current economy. Under our current system of a combined busines; 
and governmental economic structure, only big business can “compete 
economically with the Government.” We are all agreed that the 
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backbone of American industrial strength is the small business. But 
whenever the spending of Government money becomes an important 
factor in our economy, it is only the big businesses who can afford to 
pay the necessary going rates for competent personnel, who can afford 
to make the necessary borrowings from the banks to obtain additional 
working capital, and who have, in general, the necessary resiliency to 
absorb the shock of defense mobilization. : 

As an example, it is almost impossible for a small business to hire 
top-grade competent engineer graduates; the placement bureaus actu- 
ally encourage their graduates to take positions with large companies 
because there they will have a better chance of individual growth. 

B. The active, aggressive small business still has plenty of oppor- 
tunity left in this country. The big question as to whether or not 
we must have some form of governmental aid or governmental sub- 
sidy in order successfully to benefit from this opportunity is, of course, 
a matter of legislative policy. Personally, I am not afraid for myself 
and for my company to compete in our current economy as a small- 
business man, but I feel sympathetic toward other small-business men 
who have their whole life, their whole savings, tied up in their busi- 
nesses, and who are simply confused by the whole process. Conse- 
quently, I applaud the efforts of this committee in helping create 
definite legislation designed to benefit these small-business men. 

A word, if I may, of policy caution. It is my belief that govern- 
mental spoon-feeding, subsidy, or whatever you want to call it, should 
not be given to small business, per se. It should be limited only to 
those small businesses whose normal civilian operations must perforce 
be restrained by direct governmental action. It should not be used 
to correct a condition of bad business caused by economic factors, nor 
should it be used as an excuse, geographicwise, to spread the socialistic 
3 of a benign government. 

Mr. Muurer. In view of your last observation, I wouldn’t want any- 
body to leave this hearing with the idea that this committee or any of 
its members have ever attempted to justify subsidizing small business 
or big business to help them out of their so-called permanent problems. 
What we have tried to direct our activities to was the solving of their 
problems, which were brought about by emergency situations. We do 
not attempt to be the paternalistic government that some people like 
to point a finger at and say that is that we are fast becoming. 

I do not think any of us want to socialize or nationalize business 
or tell small or big business, “Come to papa,” meaning the Govern- 
ment, and having the Government take care of them. 

Mr. Mansrtevp. May I join you in those remarks, and state further, 
as far as this committee is concerned, it is our responsibility insofar 
as we are capable of doing so to see, to repeat what the chairman has 
just said, that because of dislocations caused by scarcities of materials, 
allocations, and the like by the present emergency, that small business 
is not forced to the wall but is given every possible break in getting 
help from the Government insofar as the allocating and awarding of 
contracts are concerned. 

We want to keep small business alive because we agree with you that 
small business is the backbone of our entire economy. 

Mr. Mocrer. I think we ought to add there that Congressman 
Burton, as chairman of Subcommittee No. 3, has done an excellent job 
in trying to straighten out the problems both as to regulations restric- 
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tive to small business, and to get them materials with which to carry 
on. I think he has done a fine job on that committee to try to solve 
those problems. 

Mr. Orcuarp. We are in complete agreement. I feel that this com- 
mittee, with whose activities I have been most aware of for the last 
18 months, has done an excellent job during the current emergency. 
There has been a considerable amount of editorial comment that has 
developed recently in connection with something permanent for and 
on behalf of small business, and I felt it would be beneficial for the 
record to bring it right out in the open, that this committee, as you 
say, and I do not want to help small business because they are small 
business per se. 

C. The problem of obtaining Government defense business breaks 
down into two classifications : 

1. First, the metal manufacturer whose product is not, as such, 
a defense product has the basic problem to find out the type of defense 
items that he can manufacture for the Government. Any well- 
equipped sheet metal or machine shop can make any number of differ- 
ent items for the armed services. The items, however, are not ad- 
equately described in military catalogs and must be determined by the 
small-business man in a very expensive and time-consuming manner 
for him to obtain opportunities to bid on Government jobs. The func- 
tion of the Government should be to help such a manufacturer inex- 
pensively find the items which he can construct for defense purposes 
and see that he gets the opportunity competitively to bid for the con- 
struction thereof. 

Mr. Mansrretp. Colonel Philipps, what do you have to say about 
that statement ? 

Colonel Putters. Does that refer to the description of the items? 

Mr. Mansrtevp. That the items are not adequately described in the 
military catalogs, and must be determined by the small-business man 
in a very expensive and time-consuming manner for him to obtain 
opportunities to bid, and so forth. 

As I recall, you have given this committee quite a lot of information 
on these catalogs at these various hearings. 

Colonel Puitiers. Mr. Chairman, I believe that is one of the duties 
of the small-business specialist in all of our activities, to help the small 
manufacturer find out what he can and cannot make. The actual de- 
scriptions of the catalog items, I do not know whether he means they 
are not adequate insofar as the normal manufacturer can understand 
them, or whether he needs additional information before he can really 
tell whether he is capable of manufacturing them. 

I assume that is what the gentleman means. In that respect, small 
business specialists are there to help him insofar as these descriptions 
are concerned. 

Mr. Mansrte._p. Would you have any more specific illustrations ? 

Mr. Orcnarp. Yes. 

May I give you a specific example. That bracket plate on the wall, 
for example, can be made by any number of manufacturers. It doesn’t 
need to be an electrical-equipment manufacturer. However, it is listed 
in the electrical equipment catalog as a bracket.: 

Mr. Muurer. Would that be the only description ¢ 

Mr. Orcuarp. Just bracket. 

Mr. Datoas. It also may be called an escutcheon plate. 
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Mr. Orcuarp. That is true. 

Mr. Muvrer. Would that put it in the electrical parts catalog? 

Mr. Datmas. That would put it in the building hardware catalog. 

Mr. Burron. There are detailed descriptions on all those specifica- 
tions. 

Mr. Orcnarp. They are not listed in the catalog as such, other than 
bracket or escutcheon plate, or something like that. 

Here is a specific example. There are some 24 different Air Force 
catalogs and I am pretty sure that 17 of them begin with the word 
“adapter.” 

Mr. Damas. Colonel Philipps belongs to the Air Force. 

Mr. Orcuarp. Colonel Philipps and I have talked this over on the 
phone before. 

Colonel Putters. We have. I understand perfectly what he means. 
There are approximately 17 class catalogs in Air Force procurement 
alone. Quite possibly all of them start with the word “adapter.” I 
wouldn’t be at all surprise. The catalog of items, item by item, of 
the Military Departments would, of course, be so tremendous in size 
that to attempt to describe those items would be almost impossible. 
So under classes they are bound to list a bracket under electrical 
equipment. You probably would find it several other places also. But 
that is as far as the actual buying catalogs can go toward breaking 
down the items because they are so tremendous in size. 

Mr. Orcuarp. But the point is that the smaller-business man, unless 
he can actually dig and read through all these specifications, doesn’t 
know whether he can make that type of adapter, or he has to go into 
classification 11 to make that type of adapter. 

Colonel Putires. If he goes to a small-business specialist, he can 
see a sample and find out ‘hethine he can make it, or they will be able 
to show him a specification to read so he can decide on his own without 
seeing it. That help is available to him. 

Mr. Orcuarp. From my own personal experience, Colonel, the small- 
business specialist doesn’t know any more what that adapter is than 
the manufacturer does, nor can he possibly have in his files in the 
regional office all the specifications which will enable a manufacturer 
to determine whether he can make that kind of adapter. 

Colonel Puitirrs. The specifications are available, though, in the 
regional offices, and he can look at them in those regional offices. 

Mr. Mvuurer. Let me ask this question. Suppose he was not dealing 
with Government—just wanted to make them for the commercia 
enterprise—wouldn’t he have to go out to seek that information? 
Wouldn’t he have to have a salesman or somebody who would promote 
his product and say, “Here is what I can make for you. Can you use 
this?” or “What can I make for you?” 

Mr. Orcuarp. We are talking about a manufacturer who must con- 
vert from a civilian type of operation. He knows his civilian type of 
product, but through ateeial shortages and other things his produc- 
tion has been reduced. He must convert. There are two approaches 
to this. 

You go to a small-business specialist and he says, “What facilities 
do you Rave ¢” So you list the facilities. As one of them very nicely 
told me, “Well, you are in class 7.” I wanted to hire him right away, 
because if he knew what class I was in, from the brief 3-minute 
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description I gave him, he was the kind of fellow who could come over 
and run my business. 

Mr. Muurer. You are taking all the good men out of Government. 

Mr. Burron. I was going to ask you how you would suggest it be 
improved. 

r. Orcnarp. Suppose I read my recommendations at this time? 

Mr. Burton. We will listen. 

Mr. Orcuarp. The industrial-facilities survey which the SDPA is 
undertaking to complete, by working in conjunction with State indus- 
trial commissions, should be expanded so as to provide for more 
detailed catalogs of nonstandard items procured by the Government. 
In this way the problem of the manufacturer who must convert—that 
is what we are discussing now—can be aided. A manufacturer pos- 
sessing certain facilities can make many different items for the Govern- 
ment; but, unless he knows what these items are and where they are 
purchased, he is at a Joss to know where to start. The current catalogs 
of procurement agencies are inadequate to give him this information. 
If the catalog items were detailed as to equipment required for their 
manufacture, the facility-survey engineers could “kill two birds with 
one stone.” I also recommend that this work be tied in more closely 
to the field offices and that the various advisory-board members be 
ealled in for counsel and advice in the preparation of this catalog. 

You are familiar with the Synopses of Procurement that have come 
out. You have probably looked them over. Of course, while this is a 
ridiculous thing, it points the example up. 

Let us say the Chemical Corps is going to buy 450,000 wiggetts or 
adapters. Let’s go back to adapters. The bid is due to close in 10 
days and, if you want to build them, you have to send for the prints. 
If it said “Adapters, catalog 162243-46X,” that would indicate the 
facilities required to make those adapters, and any small-business man 
who had a master catalog of military-procured items could identify 
immediately whether or not that was the type of item that he should 
send for. 

Captain Caro. If, for example, in the Chemical Corps, we were 
going to buy wiggetts, we do have available in all of our district pur- 
chasing offices, which I would say are generally pretty close to the 
industrial areas of the country, the descriptions of those items, the 
prints of the items, whether they be bought from San Francisco or 
Chicago or New York. We have all that available right here in New 
York, just at the other end of the telephone for anyone who cares to 
either call up or come in. That service is available now. I do not 
see how you can do much more than have everything available in one 
spot for the man to come and make one call, and show him pictures, 
blueprints, the previous prices, who made it before, and whatever 
other information we have available, including the opinions of our 
of our technical men and engineers on the problems that arise in man- 
ufacturing these items. 

All that we have today, and I think we have done a pretty good job 
in this area for any small-business man who wants to show up. 

Mr. Dataas. May I make a comment at that point. I think what 
Mr. Orchard is worried about—and it is the same thing that worries 
the committee—the Chemical Corps has that, but the Chemical Corps 
isn’t the only agency in the Department of Defense that buys. There 
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are hundreds of them, and the thing that Con has been working 
on is to try to get a single-item catalog where the descriptions and the 
numbers throughout the whole Government will be the same, and that 
is the project that you are mepern , I am sure. 

Mr. Orcuarv. That. is right. You express it better than I do, 

Mr. Daumas. Con passed one law several years a directing 
the $4, ay of Gelanse to do that particular job. They didn’ 
do it. Now, they passed another law in the Eighty-second Congress 
redirecting them to obey the law that they passed the first time. So, 
we have some hope that there will be a single-item catalog some of 
these days, within the foreseeable future. 

Mr. Muurer. Suppose we let the Defense Department come to its 
rescue. 

Colonel Puriers. Action is under way to obey that law, and we do 
have a Standards Agency that is working to do nothing but cataloging 
of standard items, and also items with Federal rim Services that 
are used throughout the Government, and items that are used through- 
out the military. However, that is a pretty-fair-sized job, and they 
are working on it constantly in the Standards Agency. Many of the 
items now do carry one number, but it will be a long time before that 
project is actually completed. 

r. Muurer. About 2 weeks ago a new and much stronger directive 
was sent to all procurement agencies to make sure that everything has 
adequate descriptions; that is, in all bids, advertised and negotiated. 

Colonel Puttirrs. Yes, sir. They have been instructed to put in 
the Synopses an adequate description. It must be consistent. It won’t 
go into great detail. Where there is a common name, they are sup- 
posed to use it. Where it is strictly a military item, it should be de- 
scribed consistently. The Synopses is not going to carry a long de- 
scription. It is almost necessary to see the specifications before you 
can decide whether a manufacturer is capable of producing an item. 

Mr. Ciark. My name is Robert S. Clark, and I am with the Air 
Force Small Business Office. 

Apropos of Captain Calo’s remarks as to having all these descrip- 
tive and illustrative catalogs, we have them in the Air Force. I think 
the small-business man’s problem is chiefly a lack of knowledge to 
avail himself of those services. 

Mr. Orchard seems to be excepted because it appears that he has 
spent plenty of time in trying to avail himself of the opportunity. 

Mr. Mucrer. Aren’t you maintaining a permanent exhibit of items 
that can be supplied ? 

Mr. Cuark, We do at various places and various times. 

Mr. Muurer. This discussion calls to mind an incident General 
Thomas told me when we attended the first exhibit they set up, invit- 
ing small business and big business in to let them know what they 
could make for them. He told us of a man who had been making 
nothing but fishing tackle and had no idea how he could, if at all, fit 
into the defense program; but he walked into this exhibit and within 
a very short time was able to integrate this fishing-tackle plant into 
making very important items in the electronics division. 

Ordinarily you would have to exercise a lot of ingenuity and 
imagination to fit the two together; but, by walking in there and see- 
ing what they were doing, he was able to fit his plant into the produc- 
tion scheme. 
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I think the small-business man must exercise a little more ingenuity 
and a little more activity in learning what it is all about and do a 
little more selling on its own, the same as in private business, private 
enterprise. 

Mr. Damas. He has to sell the Government as he would sell his 
own customers. Certainly you do not sit around in commercial busi- 
ness life and expect people to come hundreds of miles into your plant 
to find out what you can make and show them. You have to take the 
stuff in your hand and go out and prove it to them. 

Mr. Mutrer. There are too many good mousetrap manufacturers 
for them to come looking for the mousetrap he has, to look for the 
man who needs his business. 

Commander Morean. I am Commander Morgan, and I represent 
the Navy. I am Chairman of the Small Business Division of the 
Armed Forces Regional Council in this area. There are about 60 
or 65 small-business specialists for whom I can speak, some of whom 
are here now from the various services, who are making a serious 
attempt to get at the bottom of the small-business man’s problem to 
match cataloging with plans and specifications in order to obtain the 
products we need. 

We will continue to make every effort to meet with them if they will 
come to us, to attempt to get them on the right track, so they may see 
the right person and go to the right place for that information. We 
cannot wave a magic wand and do it immediately, nor can we do it 
when we do not have a specific procurement in mind, but we can assist 
him greatly in getting at the problem and through SDPA and other 
folks get a solution. 

Mr. Orcuarp. That points up the one problem. The commander 
represents 65. That means 65 stops that this small-business man 
has to make. 

Let me digress momentarily. My company started out in April of 
1951 on a very intensive campaign to find out the type of items which 
we who were only manufacturers of aluminum awnings could make, 
and the Government was buying no aluminum awnings. By the 
middle of June we had discovered 1,160 items from 9 different sources 
that we could manufacture. We were bidding on a considerable 
number of them. We have received in excess of 2 billion dollars’ 
worth of defense orders by such an aggressive campaign. 

It can be done, but it cost my little company $45,000 to do it, and a 
lot of small businesses do not have that much money. We just took 
a long gamble on it 

If SDPA is going to be designed as a one-stop service for and on 
behalf of me business, my recommendation is that something be 
done so that the SDPA regional offices can give the answer to the small- 
business man on the one-stop service basis. 

Mr. Mansrtevp. That is the idea behind SDPA. 

Mr. Orcuarp. That is what I thought. 

Mr. Mansrievp. We certainly hope that it will be able to do what 
you recommend, and make of itself a one-stop service agency for small- 

usiness men in the area over which it has control. 

Mr. Orcuarp Right. 

Commander Morean. It was our collective opinion of small-business 
specialists that we can only speak for our individual services and our 
individual needs; that SDPA perhaps would form the coordinating 
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agency through which we could work and assist in the effort to make 
small-business men able to find the right place and be there at the 
right time. 

We not only have been working with SDPA but will continue to 
work aggressively in that direction. 

We meet approximately once a month throughout the year and 
discuss the problems of small business. SDPA attends those meet- 
ings, as do other agencies than the military. Those meetings are 
solely for the purpose of getting to the bottom of this problem and 
getting the best results possible. 

Colonel Puetrs. I am Colonel Phelps, small-business specialist for 
the Armed Services Procurement Agency. 

Mr. Orchard is one of the most aggressive small-business men I have 
ever known of, and, were all my customers as aggressive as he, my 
job would be much lighter than it is. He has done a fine job 

If he were to come to the Agency—and he has been there—and were 
to address himself to either the contracting officer or the small-busi- 
ness specialist and state what he was interested in and ask what we 
needed that would be fabricated from aluminum, he would get pretty 
prompt attention. 

Mr. Motrer. Will you continue, Mr. Orchard ¢ 

Mr. Orcuarp. 2. For staple items—and in this category I include 
all manufacturers who have but a minor-product conversion problem 
in order to supply an item to the Government—the placing of large 
Government orders is an attractive mignon for big businesses to 
get a sizable volume of work at a lower price than the small business 
can afford to handle. Here, therefore, the problem of the small busi- 
ness is that it cannot feasibly compete unless the proposed order has 
been broken down into more realistic small-business quantities. In 
this connection, the recent efforts of the SDPA to earmark certain 
portions of a contract for smaller businesses will be helpful in making 
sure that the smaller business at least gets its proportionate share of 
the defense work. 

D. The problem of obtaining financing is a serious one for small 
business. The vicious circle which has been solved in large measure 
by the SDPA to the effect that if you do not have the financing you 
can’t get the contract, and if you haven’t got the contract you can’t get 
the financing, is, of course, the major hurdle for a small business to 
conquer. The efforts of the Loan Division of the SDPA to solve this 
vicious circle have been most commendable, and the records of loans 
as issued which have, for many businesses, enabled them to participate 
in the defense program has been and should continue to be most help- 
ful. However, there is one factor which at the present time is cur- 
rently a source of difficulty to the small-business man on this loan 
program. That is the element of time. 

A large business can obtain private financing until such time as it 
arranges the necessary governmental guaranteed loan program; a 
small business doesn’t have that amount of time. Inevitably, a Gov- 
ernment contract taken at a competitive price requires a greater per- 
centage of working capital than does the normal civilian type of 
business of the smaller-business man. Because it takes such a large 
amount of working capital, unless the time in which loans are reviewed 
and the moneys made available is expedited, the small-business man 
has run through his small amount of working capital and is standing 
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around waiting either for the sheriff or for the loan approval to come 
through. The problems thus created can be eliminated, and certainly 
mitigated, by prompter and faster action on loans by the SDPA and 
the RFC working together. 

Mr. Muurer. Would you care to comment, Mr. O'Donnell ? 

Mr. O’Donnewt. We recognize the problem that the time element 
is very important to a small-business man. I can only repeat, Mr. 
Chairman, that the RFC has gone as far as it can in that respect by 
delegating to its agencies the authority to make such loans. It could 
be supplemented, of course, and speeded np if Mr. Taylor, as SDPA 
Administrator, felt that such a delegation should be made to his 
regional people. I am certain that would speed things up. Whether 
it is most desirable, of course, that is an administrative matter with 
that Agency. 

Mr. Mutter. Hasn’t the time element been cut down considerably 
in the last 3 months? 

Mr. O’Donnewy. Ye. 

Mr. Orcrarp. It is getting better. 

Mr. O’Donne tu. In the meantime SDPA has gotten rolling and 
staffed up. There has been a substantial improvement in the last few 
months. 

Mr, Orcnarp. The problem of taxation. 

There are a considerable number of small businesses who by their 
own aggresisveness and energies and good fortune have been able to 
stay alive and even to “grow” during the recent emergency. They 
have solved the problem of obtaining Government defense work and 
they have solved the problem of obtaining the necessary loan money 
with which to finance this defense work. But under the current tax 
structure, there is no way for a small concern ever to expect to have 
the moneys available for independent growth out of the earnings of its 
own productive efforts. Some relief in connection with the taxation 
of small businesses is required in order that a continued growth pat- 
tern for these businesses be made possible. It is the aggressive small 
businesses who will continue to be the backbone of American indus- 
try; if a tax structure is such as to discourage their continued aggres- 
siveness it will be detrimental to everything this committee and the 
SDPA has been trying to do. 

Mr. Moutrer. On that subject it was suggested in Boston by one busi- 
nessman that it would help considerably if small business were given 
a tax-exemption on its first $25,000 of its profits, provided that money 
was aieeed back into the business. 

Mr. Orcuarp. That would be wonderful. 

Mr. Burton. Tax exemption ? 

Mr. Burcer. We made that comment before the platform commit- 
tees of the Democratic and Republican National Conventions, that 
$25,000, and both committees gave it consideration and mention in 
their respective planks. 

Mr. Orcuarp. I think it is necessary that be done through the 
Small Business Committee furnishing the impetus, Mr. Dalmas. 


II. FUNCTIONS OF THE REGIONAL ADVISORY BOARD 


The New York regional advisory board, which is the largest of any 
of the SDPA advisory boards, has had two official meetings. The 
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members of the board have been in constant receipt of all bulletins 
and have actually had memos and suggestions transmitted from time 
to time by the regional director and by the vice chairman of the board. 
‘They are completely izant of what the New York office has done 
in the development of SDPA functions for the New York district. 
In addition to this, the regional director, Mr. Citron, has constantly 
kept me informed as to just what program and policies were being 
pursued and, when necessary, this was referred to the rest of the board 
for any reaction by them. In other words, the regional advisory board 
for the New York district has been a contributing participant in the 
growth, as such, of the New York office. i 


III. THE REGIONAL ADVISORY BOARD’S RECOMMENDATIONS 


The recommendations made by the advisory board have taken the 
form of discussions which established certain facts and which indi- 
cated that a prescribed course of action should be followed. In every 
instance, to my knowledge, the regional office has adopted the sugges- 
tions and/or the recommendations of the advisory board in this par- 
ticular connection. The regional advisory board is, as such, a fairly 
representative cross section of the small-business man in the New 
York district. It has had the advantage of working with a regional 
director who is aware of the necessity of getting first-hand opinions 
from experienced small-business men. When a problem has arisen 
that lies within the field of any member of the advisory board, the 
regional director has not hesitated to get the reaction of that member 
to such a problem. In this way, the board has served on an independ- 
ent advisory basis considerably more, in my judgment, than has any 
other advisory board throughout the country. 


IV. THE VALUE OF THE SDPA OPERATIONS IN THE NEW YORK DISTRICT 


In this connection I can speak only about my personal knowledge 
of the metropolitan New York area; I was acutely aware of the neces- 
sity of some form of one-stop service in this area as far back as last - 
fall. At this time, my previous testimony before this committee and 
before the Senate Small Business Committee in connection with the 
propane of small businesses during this defense mobilization effort 
1ad been sufficiently publicized so that there was at least two or three 
calls a day in my office from other small-business men seeking and 
requesting advice. These calls have now completely stopped and the 
reason for this is solely because of the SDPA field office activities at 
2 West Forty-third Street. While this, of course, can be selfishly 
said to be of benefit to me in that it gives me more time to devote to 
my own business, it also manifests the effectiveness by which the 
SDPA New York office has been able to assume the burdens and prob- 
lems of the small businesses in this area. I am not aware of the sta- 
tistics comparing this area’s activities as to other area activities, but 
I believe they are available and would suggest that this committee 
discover them for incorporation in its final report on the efficacy of 
the SDPA. I am reasonably certain that the New York area will 
show a good record of performance for small businesses during the 
recent 4 months. 
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Vv. RECOMMENDATIONS 


By and large, the past year’s activities of the SDPA have been 
extremely popular with small-business men. If there is one factor 
that would make it more popular, it is the granting to SDPA not 
only as an administration in Washington, but through delegation 
from that Administration to the field offices, a greater degree of 
authority and responsibility in connection with solving the problems 
of the smaller-business men. By this is meant.that the functions of 
the SDPA have been more or less advisory insofar as they conceru the 
Defense Mobilization Board, the defense procurement agencies, and 
the RFC. It impresses me that the record of performance in such an 
advisory capacity by Mr. Taylor and his staff in Washington has been 
such as to warrant the granting of a little more discretionary author- 
ity in the SDPA. 

I have already covered the recommendations in connection with the 
industrial facilities survey and cataloging of items. 

My third recommendation is that I believe that the region should 
establish a branch office in Buffalo. 

(Discussion off the record.) 

Mr. Mutrer. I might suggest to Mr. Rosenthal and Mr. Stevenson 
that Washington might take note particularly of the fine work that 
the regional advisory board is doing here and see if they cannot adapt 
what they are doing to some of the other areas where the regional 
advisory boards are not quite as active as they are here. There may 
not be the necessity for it in other regions where the problems are 
different, but that is something that Washington should take cog- 
nizance of. 

Mr. Stevenson. From the Washington aspect, we would be de- 
lighted if we could get Mr. Orchard in other areas. As you would 
gather, he doesn’t hesitate to beat the Washington crowd right plumb 
on the head. He can take a bow from some of these things which he 
has kept before us, and on which we are constantly working. 

Mr. Mutrer. Mr. Burger? 

Mr. Burcer. The regional director might be interested in a remark 
I heard in Washington, Mr. Chairman, just before leaving there 2 
days ago. It might be a credit to the SDPA because of our interests 
in it throughout the Nation that this spokesman for the Munitions 
Board said to me—I cannot very well identify him—that the Small 
Defense Plants Administration is getting more and more insistent 
with them to share Government business with small business. In 
fact, he said they are getting “too damned demanding.” 

I said I hoped they would he it up. 

So it is beginning to register. 

Mr. Mutter, I think this would be a good point to adjourn for 
lunch, and we will reconvene at 2 o’clock. 

(Whereupon,’ at 12:15 p. m., the subcommittee recessed until 2 
p. m. the same day.) 

AFTERNOON SESSION 


Mr. Muurer. May I suggest we come to order. Even though we 
may be a little ahead of schedule, we have a long afternoon ahead of 
us and we might just as well get started and try to finish up reason- 
ably early. There are other members of the regional advisory board 
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here and before we call the other witnesses who are listed to appear 
I think this may be a good point to introduce those members of the 
regional board who are present. 

T think we have with us Mr. Floyd Burd, of the Warsaw Elevator 
Co., Warsaw, N. Y. 

Has he returned ? 

Mr. Crrron. He is still out to lunch. 

Mr. Murer. Mr. Marcus Brier, of Brier Bros., Amsterdam, N. Y. 

Then there is Mr. Conrad Corsini, president of the Independence 
Engineering Co., Inc., of Paterson, N. ‘i 

Mr. pe did you want to contribute something to this dis- 
cussion 


STATEMENT OF CONRAD CORSINI, PRESIDENT, INDEPENDENCE 
ENGINEERING CO., INC., PATERSON, N. J.; MEMBER, REGIONAL 
ADVISORY BOARD, SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. Corstnt. I have something that I did want to bring up, if I may, 
briefly. 

M “ Mo rer. Suppose you come forward, and we will hear you now. 

Mr. Corstnt. It has to do with taxes, Mr. Chairman. I think that 
the small-business man could be helped tremendously, and I also 
believe that it would help the services. One particular clause is the 
renegotiation clause, which says that after you reach $250,000 gross 
per year you become subject to renegotiation. I know of cases where 
small manufacturers have reached very close to this figure and say, 
“Well, I am going to quit. If I go much further, I am going to be 
subject to renegotiation. So I am not going to do any more business.” 

e doesn’t do any more business, due to the fact that if he doesn’t 
reach $250,000 he is allowed to keep what profit he has made. But 
if he reaches $250,000 or over, he is going to have to turn a good 
share of it back. It would seem to me that that thing should be 
rewritten to benefit both the services and the small-business man. 

Mr. Muurer. Where would you draw the line then? Make it 
$300,000 ? 

Mr. Corstnt. I wouldn’t want to draw the line. Even if you brought 
it down to $100,000 or $50,000, I would suggest that you let them 
keep a little of it, and, say, all over a certain figure be subject to 
renegotiation. 

Mr. Rosentnar. It is my impression—and I can check on this—if 
a concern has slightly over $250,000 worth of renegotiable business, 
it is a rule of the Renegotiation Board that in thos> cases the profits 
which he is allowed to retain will not be cut below $250,000. I can 
check on that to make sure, Mr. Corsini. 

Mr. Mouvrer. It might be wise for you to do that and send the 
information to the various regional. offices. . 

(See pp. 3279-3283 for report submitted. ) : ie 

Mr. Berman. I am with the Navy Purchasing Office in New York, 
and my name is Berman. 

What reason does the gentleman have to think that the Renego- 
tiation Board will make him give back some of the profits unless he 
has been soaking the Government unconscionable profits ? 

Mr. Corstnt. I have no proof. He may have made the profits 
legitimately. 
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Mr. Berman. What is a legitimate profit? 

Mr. Corstnt. I do not know. What is it? Eight, 10, 15 percent? 

Mr. Muwrer. I think we can assume that the man who is afraid 
of renegotiation has probably a guilty conscience and with that fellow, 
no matter what the limitation is going to be, whether it is high or low, 
you will run into the same difficulty. 

We had it in World War II, and if the excess-profits tax doesn’t 
catch him, I am afraid there isn’t very much to do about it. 

Mr. Corsrnt. I do know of cases where people have tapered off 
their work because they have reached close to that figure. 

Mr. Muurer. Maybe that will help the other fellow who hasn’t got- 
ten business up to now. 

Mr. Corstnt. Yes, but at the same time it is going to hold back 
deliveries, I think. 

That is all I have. 

Mr. Muurer. Thank you, Mr. Corsini. 

We have another member of the regional advisory board, I believe, 
with us, Mr. Max C. Wieluns, secretary of S. Wieluns & Son, Inc., 
Paterson, N. J. 

Mr. Wieluns, will you come forward. 


STATEMENT OF MAX C. WIELUNS, SECRETARY, S. WIELUNS & SON, 
INC., PATERSON, N. J.; MEMBER, REGIONAL ADVISORY BOARD, 
SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. Wretuns. I am Max C. Wieluns, secretary-treasurer of 5. 
Wieluns & Son, Inc., textile manufacturers in Paterson, N. J., and 
a member of the regional advisory board. 

I am here to report on the problems that face small-business men 
in the Paterson area. The Industrial Realtors report increasing va- 
cancies in factories due to small businesses giving up or going under. 
I have spoken to small-business men in varied fields and have found 
that the producers of small lines producing less than six products feel 
very uncertain about the future. They are worried about Government 
controls, the tariff and its effect on the export trade. 

The Nation, as well as Paterson, is facing the loss of small busi- 
nesses. I am naturally interested in the textile problem, as it con- 
cerns Paterson, because I am both a resident of Paterson and a manu- 
facturer of textiles. Paterson started its manufacturing career earlier 
than any city in the Western Hemisphere and today it cannot get any 
Government work. The textile industry or what is left of it in Pat- 
erson has come to look upon the Government as a force of evil working 
against them. The reasons are simple—the military government in 
Japan under General MacArthur encouraged the import from Japan 
of Japanese textiles, which created havoc with the silk industry in 
Paterson. The Tariff Commission ignored the pleas of committees 
arid the chamber of commerce to raise the tariff so that domestic in- 
dustry could compete with “coolie” labor costs. 

This created widespread unemployment in the industry throughout 
the area. A committee again went to Washington to have the ares 
proclaimed as a distress area. The classification never came through, 
They were told that unemployment in textiles is due to a chronic con- 
dition. 
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Now as to yarn: Conditions have not changed there either. It seems: 
that there is some demand for nylon. The manufacturers have ap- 
proached du Pont, who happens to be part of the international cartel 
that controls all nylon. They have been told it is not available unless 
they havea DO. If nylon is only available on DO, how is it that there 
is so much nylon lingerie, nylon shirts, and other civilian commodities 
produced by wenn and others ¢ 

In spite of the efforts of myself, the Small Defense Plants Admin- 
istration, the Master Weavers Association, the Commission Weavers 
Association, and the Textile Advisory Board of Paterson, we have 
been unable to channel any noticeable amount of procurement into this 
area. It seems that procurement favors the dominating manufac- 
turer of the textile industry. I have no argument with the dominating 
businesses, but I would like to have the procurement agencies give us 
the fair proportion that Congress said it wants small business to have. 
It is the hope of the Paterson area and the textile industry that the 
SDPA be given sufficient power to be able to see that small business 
receives a fair proportion of procurement. 

The regional advisory board has had several meetings, the problems 
of various industries have been discussed. At our last meeting the 
SDPA Administrator, Telford Taylor, was present. He joined in the 
discussion and presented recommendations. 

I feel that the Small Defense Plants Administration has been doin 
a marvelous job in this area. The loans that they have faeventlanted 
and passd have helped many businesses to survive. I believe that the 
SDPA was motivated by the fact that inadequate efforts had been 
made to mobilize small businesses; therefore, I feel that the SDPA 
could be improved by having more power in relationship to procure- 


ment. In other words, the power to be mandatory rather than per- 
missive. 

I hope that the Small Defense Plants Administration can take an 
area like Paterson and experiment with ig pasng in that area— 


under section 714, committee’s report, Public Law 96, Eighty-second 
Congress. 

Thank you. 

Mr. Mutrer. Mr. Dalmas? 

Mr. Damas. I have no questions. 

Mr. Muurer. Mr. Wieluns, we appreciate your statement and we 
are sorry that the situation in and around Paterson has not improved 
to any great extent since the committee visited Paterson a year ago. 

I might say this—it may not give you any satisfaction, but several 
committees were about to dig into the Du Pont situation, and were 
withheld at the request of the Justice Department which, shortly 
after the request was made of those committees not to get into the 
matter, announced the antitrust suit that is now pending. So it isa 
rather delicate situation as to whether or not any congressional com- 
mittee should start an investigation where there is a lawsuit pending. 

We recognize, however, there is a very serious preblem there and 
hope that something can be done about it. 

Mr. Wireituns. Thank you ever so much. 

Mr. Mutrer. Is there any other member of the regional advisory 
board present whom I have overlooked ¢ 

Is Mr. Raymond Lester back? 


(There was no response.) 
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Mr. Mowrer. Is Mr. C. S. Treacy, President of Mamaroneck Chem- 
ical Co., present ? 

Will you come forward, please. 

Mr. C. 8. Treacy, as I said, is president of the Mamaroneck Chemi- 
cal Co. of Mamaroneck, N. Y. 


STATEMENT OF C. S. TREACY, VICE PRESIDENT. MAMARONECK 
CHEMICAL CO., MAMARONECK, N. Y. 


Mr. Treacy. | am sorry, you have moved me up one peg. I am vice 
president. 

Gentlemen, I would like to tell you a little story about a small de- 
fense assistance plant, as I am going to call them. I always get the 
alphabets mixed up. So let’s start at the beginning this way. 

The firm which I represent is quite a small concern in the number 
of employees we employ. We do not usually run over 15. In the 
course of a year we handle several million dollars’ worth of waxes. 
These are natural waxes which come from Brazil and from Mexico, 
such as Carnauba, Caudelilla, and Ouricury. These waxes represent 
several millions of dollars, and they are really quite essential. 

In fact, I will change it and say they are really very essential. Car- 
nauba was; without that the Government couldn’t operate. We 
wouldn’t have any carbon paper. Without Carnauba wax we would 
have very little polish. 

We stick to the essential part; Carnauba wax is very essential for 
carbon paper and other papers. 

Caudelilla wax is very essential for war work, although the average 
citizen doesn’t know what it is. It goes into all of the waxes used in 
the lost wax process. That is the process by which molds are made. 
They are covered with resistance materials and sand and the wax is 
melted out and in the space which is left all kinds of castings of great 
detail and extremely small tolerances are made, from cutting tools 
down to the actual uses in turbo jet engines. 

We are one of the two natural refiners of these two natural waxes. 

We are the largest, I might say, but our competitor, our chief com- 
petitor, might object. 

In addition to that, we make other waxes for the armed services. 

Not long ago we ran into a great difficulty in filtering waxes. There 
is only one filter agent you can use. That is what is called diatoma- 
ceousearth. Those are the skeletal remains of quadrillions of little sea 
animals which at one time or another died and fell to the bottom of 
the sea and exist in huge beds in California and other places. They 
come out looking like a white clay. 

They have to be graded, sprayed. Some are fit for one thing and 
some for another. These materials are used in filtration. There is 
nothing else that will fill the bill. 

The material called perlite is coming to the front for this use, but 
it will be a long time before it is good and can be used. 

There are two producers of filter aids in the United States. One has 
been on strike for 5 months. 

I have in my pocket a communication which I just received from 
them in which they say there is no sign of the strike being over. The 
argument now is over the closed shop. The other producer is so flooded 
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with orders they do not know where to turn. They are running 8,500 
to 10,000 tons of orders backlog per month. 

That material is also used for the filtration of sugar, especially beet 
sugar. It is used in breweries, in chemical plants. 

You haven't seen a word about it in the newspapers. With those of 
us who really are on the spot, it is terrifically important, yet only a 
little of it goes a long way. A few thousand dollars’ worth in the 
course of the year will allow us to refine $4 or $5 million worth of 
waxes—l1 or 2 percent. 


It runs maybe $60 to $100 a ton. 
Unfortunately for us, we were dealing wholly with a concern that 


ison strike. We got it down to where we could see a shutdown coming. 
I went to some of the Armed Forces, but they didn’t feel they could do 
anything. Chemical Warfare Procurement suggested that I call or 
telephone Forty-third Street and see what the SDPA could do for 
me. Idid. We were just about ready to shut up shop. 

I talked with them there and they got in touch with their—I 
presume you would call them materials agents, or materials authori- 
ties, in Washington. He did a marvelous job. He got in touch with 
a large sugar company in Denver. I think he found out through the 
Department of Agriculture that they might have some material avail- 
able. Almost in no time at all they had stated they would lend us 5 
tons. They wouldn’t allow us to pay for it. They lent us 5 tons and 
got it on a truck and brought it over to us in Mamaroneck, N. Y. 

We still owe them for that material and we will owe them until we 
get the material when the strike is over. 

Needless to say, I have nothing but the friendliest feelings for peo- 
ple who did me such a good turn and used so much ingenuity in doing 
it. I am not used to people doing it for me. I usually have to do it 
for myself. 

When they go out of their way to do something like that, it makes 
an impression on me, and I am pleased to be here and tell you this. 

Mr. Mutter. Where are these plants located ¢ 

Mr. Treacy. The one that is on strike is in Lompoc, Calif. 

Mr. Motrer. The other? 

Mr. Treacy. I do not know where the other plant is. There is 
more than one plant. Lompoc is the sore point right now. If this 
thing keeps on going, there is going to be a terrific amount of hard- 
ship among all kinds of small and large manufacturing plants. The 
stuff isn’t coming into New York. We get priorities from the armed 
services and they do not have anything to fill the priorities with. 

If I were not old enough by now to know how to take care of myself 
and root around and get some excess stoeks, which I was lucky 
enough to find, I do not know where I would be. I do not know where 
everybody else is. Every little dry cleaner, which may not be a 
defense plant but is rather essential to the operation of the country, 
is yelling loudly. 

They use it to filter their cleaning fluids. 

Chemical manufacturers find it very necessary. The Army finds it 
necessary for the filtration of water. I am sure the Army is being 
taken care of. Any mobile units would be out of luck. 

Five months out of the production of one plant out of two, or one 
organization out of two in the country, is putting a terrific dent into 


that situation. 
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I am really much distressed about the whole thing because I do not 
know if it keeps on what is going to happen to me eventually. I 


cannot continue to work mi 
I guess that is about all that I have to a8; except I feel a great 


deal of gratitude for the service I have received. 


Mr. Murer. Thank you very much. abe 
Colonel Philipps, are you aware of the dangers indicated by Mr. 


Treacy ¢ f 
Colonel Pumarrs. I do not really know. I believe there is a man 
here from Chemical Procurement. I wonder if he has any infor- 


mation ? . 
Mr. Mutrer. Is there anyone here from Chemical Warfare? 


Colonel Puuirrs. I will be glad to check and give you a report. 


Mr. Murer. If you will, please. 
(Report submitted is as follows :) 
DEPARTMENT OF DEFENSE, 
Munitions Boarp, 
Washington 25, D. C., September 26, 1952. 


Hon. Mike MANSFIELD, 
Chairman, Subcommittee No. 1, 
Select Committee on Small Business, House of Representatives, 
Washington, D. CO. 

Dear Mr. CoHarRMan: Reference is made to the hearing of Subcommittee No. 1 
of the Select Committee on Small Business of the House of Representatives 
held at New York City, August 28, 1952, and to your request that information 
be secured from the three military departments with reference to any difficulty 
encountered in securing diatomaceous earth for military use. 

Insofar as the Department of the Army is concerned, a survey of the various 
technical services involved indicates ample stocks on hand and notes no par- 
ticular difficulties in purchasing the material. The various service specifica- 
tions are generally sufficiently broad to permit two or three suppliers to bid, 
and to date the material has not been in critical supply. 

The Navy has had no recent requirements for the purchase of diatomaceous 
earth.. Difficulty has been experienced, however, in the procurement of firebricks, 
which are made of diatomaceous earth (2 pounds of diatomaceous earth are 
required to manufacture one brick in accordance with Specification Mil—-I-2819). 
The General Stores Supply Office has encountered difficulty in obtaining deliv- 
eries of firebricks under Contracts N155s—1195 and N383—155s-62157 with Johns- 
Manville, covering 180,000 and 160,000 bricks. That same purchasing activity 
has been unable to obtain quotations on a current requirement for 125,000 fire- 
bricks under Requisitions 155/132/137 and 155/132/158 although several manu- 
facturers of firebricks appear on the qualified products list. 

The Air Force has had an invitation for bid on 2,900 pounds of this material, 
primarily for water purification use, returned by the Johns-Manville Co. on 
account of a strike; however, they expect to be able to fill this requirement 
through Carmen & Co., Philadelphia, or the Great Lakes Carbon Co., of Los 
Angeles. No other difficulty has been experienced in obtaining this material 
for Air Force use nor has the Air Force received any complaints from Air Force 
contractors indicating that shortages of this material have interfered with con- 
tract performance. A similar material known as fuller’s earth is used in 
petroleum-industry operations. The Armed Services Petroleum Agency, which 
negotiates Air Force petroleum contracts, has had no indication from suppliers 
that a shortage of subject material or fuller’s earth is impeding contract per- 
formance. 

We trust this information will be helpful. Do not hesitate to let us know if 
we may be of further assistance. 


Sincerely yours, 
B. C. Patreps, 


Lieutenant Colonel, United States Air Force, 
Office of Small Business. 


86267—52—pt. 427 
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Mr. Treacy. I do not think most people know anything about it, 
yet it is a most essential matter. 

Mr. Garnor. My name is W. M. Gaynor and I am with the Signal 
Corps Supply Agency. 

at branch of the Armed Forces buy this on Government contract 
from you? 

Mr. Treacy. Wax, you mean? 

a Gaynor. Yes. 

r. Treacy, Directly? Navy buys wax from us on bids. It goes 
indirectly, for instance, to people who make the veins in jet pro- 
pellers and use waxes which we have to refine. There are only two of 
us in the country who do that. Without the material to filter the wax, 
you are just up against it. You cannot filter the wax. 

I suppose I am as much of an authority on that as anybody. No- 
body is too much of an authority on it. If you didn’t filter your 
waxes, you would: get a dirty material. You wouldn’t get a smooth 
finish for your castings. In this lost wax process, castings are 
turned out with small tolerances. They go into the breeches of guns 
and all kinds of things. If you make. contact with any one of your 
ordnance depots—Watervliet and Spri Id, I have been to them— 
I know enough about the story. I was a World War veteran. I wasa 
Reserve officer a great many years myself. Naturally I have a little 
knowledge about all of these things. 

Mr. Gaynor. I wonder, Mr. Trenhy, if the services involved had 
been alerted through their labor offices, wouldn’t they have moved an 
armed truck in and gotten the stuff ¢ 

Mr. Treacy. I couldn’t tell you. 

Mr. Gaynor. That is the procedure. 

Mr. Treacy. Of course, when you move a truck in, the material 
has to be there. 

Mr. Garnor. That is right. Is there any material in the plant? 

Mr. Treacy. In what plant? 

Mr. Garwor. In California, that is strike-bound. 

Mr. Treacy. I couldn’t tell you. It is a very, very large organiza- 
tion. I do not know what goes on out there. Every time I call them 
the strike is going on and nobody knows when it is going to end. 

Mr. Farr. My name is Arthur VY. Farr and I am with the New 
York Quartermaster Procurement Agency. 

Is that Johns-Manville? 

Mr. Treacy. Yes. 

Mr. Garncr. That might be investigated. 

Mr. Treacy. I got a sheet the other day from Johns-Manville. 
Are you interested in reading it? 

Mr. Garnor. Yes. I would like to read it. 

Mr. Mutter. Thank you very much, Mr. Treacy. 

Mr. Treacy. You are welcome. 

Mr. Murer. Mr. Lester? 

(No response. ) 

Mr. Mutter. Mr. Frank McLaughlin? 

(No response. ) 

Mr. Murer. Mr. Weldon P. Monson? 

Mr. Monson, will you come forward, please. 

Mr. Weldon P. Monson is the president of the Collectron Corp. 


What is the address, sir? 
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Mr. Monson. It is 216 East Forty-fifth Street. 

Mr. Mutter. Manhattan, here? 

Mr. Monson. Manhattan. 

Mr. Muuter. Do you have a prepared statement ? 

Mr. Monson. No. I want to tell you what we are doing and what 
we would like to do. 

Mr. Muter. All right, sir. 


STATEMENT OF WELDON P. MONSON, PRESIDENT, COLLECTRON 
CORP., NEW YORK CITY, N. Y. 


Mr. Monson. This organization is one that is founded and has its 
roots in the jewelry manufacturing business, precision metals, 
watches, and things of that kind. We have built a reputation in 
the trade that is very fine for quality work. 

In normal times people generally seek our organization for the 
building of components of watches. 

Since Korea, a different situation has occurred in that there has 
ben a slump in the jewelry manufacturing business and that makes 
it necessary to diversify the manufacturing and get into other lines. 
You gentlemen have probably read the papers, having to do with 
the new tariff recommendations made by the Tariff Commission and 
the rejection of those recommendations by President Truman. 

The other companies engaged in it are large companies—Elgin, 
Gruen, Hamilton. They all face pretty much the same situation. 
They are diversifying their manufacturing interests. 

We are a small part of the trade, but an important one. All 
other companies call on us to do the small, close precision work, 
work that requires unusual ability. Our people are composed of 
Swiss watchmakers. We have Swiss precision equipment, the best 
you can get. 

In foakting to diversify our manufacturing business, we thought 
of getting*into many things where we could have a constant run 
and not just continually take over problems. We have constantly 
taken over problems to this date, problems that some of the larger 
shops felt that they were inadequate to handle. 

e have explored several things and I must say that the Small 
Defense Plants Administration has been very helpful to us in that 
respect. We have not oops for a loan as yet. We think we will, 
but in all my years of dealing with the Government—and I have been 
with the Government, with the Justice Department, with the Labor 
Board, and have practiced law in Washington—I do not believe I have 
run into a situation where I have been received with more courtesy 
and treated more fairly than by this particular organization. 

The situation as I see it—and I have canvassed industry pretty 
thoroughly, I made a trip west and checked with the different indus- 
tries there—I find they want us to do this problem work. It is work- 
ing at very, very close tolerances. We like that. We want to keep 
our people in that precision field. We do not want to get them out of 
the miniature field. We do not want to get much beyond subminia- 
tures. In the electronics industry that is the trend toward subminia- 
tures and very close precision work, 

We think that rather than taking just these very short runs which 
require exacting set-ups and require work of high skills, you cannot 
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just run these things off on machines. This is skilled work. We 
think we should be able to draw longer runs and something that 
doesn’t involve the continual change of set-up 

You 500 pieces of this, half a dozen pieces of that, and so on. 
It is all very important to the defense industry, but think we 
should have more than that. We should have some kind of continuity 
and consistency such as we had in the watch trade. We will continue 
to take over people’s problems right and left, but we want to have 
some kind of assembly work now and then thrown in. We want some 
kind of consistency in making maybe one product or two products and 
work that demands the kind of skill that we have in our organization. 

The tolerances on the products are not always the only tolerances 
that we have to do with. The tolerances on price and things of that 
kind are generally very fair when it comes to us. In all business you 
have to look to the profit motive. Ithink youdo. I think you realize 
that is the way our business is founded in this country. There has 
to be a certain profit. We do not want to spend our money contin- 
ually on set-ups. 

If there is some way that small industry—I do not wish to draw a 
distinction between big and small industry because that is not my 
purpose, or that of small business—I do not want continually to be 
faced with just small business. We want to get something that is 
just a Jittle larger and probably something just a little more important 
than we have. We can be a tremendous asset to the defense effort and 
to ourselves, if es: will, as good business people, if there were some 
way that we could get the kind of contracts we deserve. 


e do not want prime contracts because we do not want to set up 
large engineering staffs. We do not want to increase our overhead be- 


cause we can do a job now less than anyone else can do the same job, 
and we want to keep it that way, where the money that is turned over 
to us is generally given to the people who produce in the organization. 
We do not have a lot of salesmen and expensive help. 

If through the SDPA that could be obtained, we would like to have 
it from there. If it can be obtained from some other source, we 
would like to have it from that souree. So far we have felt that the 
SDPA has done very well in helping us. Things haven’t as yet ma- 
terjalized in any of the directions they have suggested, but they have 
been most cooperative and most helpful. 

Again, I do not want to criticize in the administration of prime 
contracts, that is not my purpose here. It is just to speak for our- 
selves, so that in the delegation of work out of these prime contracts, 
when they run into work which they are not able to do, that we can 
bid on, we will have our opportunity to get longer runs and a better 
type of work than we have been getting. We have been handling just 
problems for industry, and when you handle one problem it seems 
there is a grapevine through industry so that they want all their 
problems handled by you. 

That is perfectly all right in short runs, but you cannot make set-ups, 
one after another, in small runs and expect to make out. 

Gentlemen, that is in substance our story, and if there are any ques- 
tions which you would like to ask of me, I would be very glad to 
answer them. 

Mr. Mourer. SDPA is working on your problem ¢? 

Mr. Monson. Yes. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 3257 


Mr. Erickson, Mr. Gaynor, have been very helpful and have been 
most intelligent in appraising the situation we have. 

Mr. Gaynor. Mr. Gaynor doesn’t work for SDPA. He works for 
Signal Corps, just for the record. 

r. Munrer. I trust that nobody is going to leave here with the idea 
that there is any antagonism between the various Government agencies 
or between this committee and any of the agencies. This is a coopera- 
tive movement by all of the Government, everybody in Government 
trying to bring babies into the cooperative movement, so that the 
end goal may be attained quickly and satisfactorily to the most profit 
to business, so Government can continue to get its fair share of taxes. 

Mr. Monson. I don’t want to complicate Government any more than 
it really is. 

Mr. Berwan. Would your operation lend itself to the manufacture 
of com ? 

Mr. Monson. I think so. Anything that is in the miniature field. 

Mr. Berman. We can use you, and use you very quickly. Come 
up and see us. 

Mr. Monson. We will be very, very happy to talk with you about it. 

Mr. Mourer. Get hold of him now tod get acquainted. 

Thank you very much. 

Mr. McLaughlin, Mr. Frank McLaughlin? 

Mr. McLaughlin of the Sheidow Bronze Co. 

What is the address of your company ? 


STATEMENT OF FRANK McLAUGHLIN, OF SHEIDOW BRONZE CO., 
BROOKLYN, N. Y. 


Mr. McLavueuuin. 35 Broadway, Brooklyn, N. Y. 

Mr. Murer. You may proceed, Mr. McLaughlin. 

Mr. McLaveutiy. I will read from my report here, 

Mr. Murer. If you will. 

Mr. McLavenuin. My name is Frank McLaughlin. I am chief 
engineer of Sheidow Bronze Co., of Brooklyn. Our business is sheet- 
metal fabrication, employing under 25 people. Bear in mind that our 
employees are craftsmen and cannot readily be trained to mass-produc- 
tion methods. The equipment in our plant is the same as would be 
found in hundreds of other small shops with the exception of a few 
special machines either built by us or expressly purchased for our 
particular manufacturing problems. Also bear in mind that our work 
aati! memorial bronze work and that our customers are Nation- 
wide. 

Our major problem has been—and is—one of transition. It is ex- 
tremely hard to train men to work to the close tolerances required on 
defense work. It requires much closer supervision than normally 
used for regular commercial tolerances. Administrative and engineer- 
ing problems are increased due to the small-run orders received. Pur- 
chasing becomes an added expense due to the scarcity of such normal 
available items as stop nuts, rivets, extruded metal shapes, angle iron 
and aluminum angles, machineable stainless steels, et cetera. Short- 
run defense orders require as much manufacturing detail as is expended 
in a normal year’s production of our own proprietary product. While 
we were allowed a minimum allotment of Somes for our own products 


there was enough margin of profit to sustain defense work and devise 
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methods of making defense work pay off. Without our bronze allot- 
me we found ourselves running im the red to the extent of $500 per 
week. 

SDPA has been very valuable to us and although I will try to be 
brief, it is a very long story. All the records of our particular cases 
are on file both with NPA and SDPA; we will only touch the high- 
points. Back last June we were faced with the grave fact of going 
out of business until we were referred to SDPA. Within not more 
than 45 days SDPA had not only gone to “bat” for us but obtained 
authorization for us to use commercial bronze in the manufacture of 
our product. SDPA put us back in business. 

How ean the services of SDPA be improved? This is a difficult 
question to answer as we do not know the entire scope of SDPA. As 
to our personal dealings with SDPA, we cannot see how it could be 
any better than it has proven itself to us. All we can do is mention 
the difficulties we have experienced in obtaining defense work. A|- 
though during Wor'd War II we were 100 percent in war work, as 
was every other plant of our size, the factor of cost of operation was 
solved by the “time and material” factor, so that we were assured of 
a normal profit for labor expended. After World War II we reverted 
to manufacturing our own product and did not vigorously contact 
our World War II resources. 

When the present emergency arose we immediately recontracted 
our World War II resources but were informed that the t= shop” 
sheet-metal fabricators that had been active since World War II 
would have first choice; after them came us. Being curtailed on the 
use of bronze and then finally being prevented from using any what- 
soever, we found ourselves practically out of business: Coupled with 
the fact that what defense work we did obtain failed to return even 
5 percent profit, we found ourselves losing money. Consideration 
must be given to the fact that a small vendor cannot compete “costs- 
wise” with mass production methods. The small vendor or plant can 
furnish high qealigy precision work and in many ¢onditions practical 
engineering knowledge that is invaluable and not obtainable from 
any other source. We believe that the added costs necessary to return 
a reasonable profit to the small vendor will be more than offset by the 
new ideas and practical ideas supplied by the small vendor. 

Mr. Motrer. Thank you, Mr. McLaughlin. 

Any questions, Mr. Dalmas? 

Mr. Datmas. No questions, Mr. Chairman, but I would like to say 
for my part that we certainly are happy to have some of these gentle- 
men who have been assisted by SDPA step up and make the contribu- 
tions that they have, so we may get a little better idea how it is work- 


ing. 

Mr. Mutter. It is very welcome as a change from the tour of the 
country we made a year ago. Everybody who came in had a chi 
on his shoulder and a complaint and a serious problem. We are lad 
to know we have been able to do some good and that the administration 
set up under the new law is working out and accomplishing at least 
in part the purposes that it was intended to accomplish. 

Thank you, sir. 

Mr. McLaveuurn. Thank you. 
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Mr. Muurer. Mr. Allen. Mr. Henry Allen. 
(No response) 

Mr Moutrer. Has Mr. Lester returned ? 
(No response) 

Mr. Muures. Mr. William Stickles. 


STATEMENT OF WILLIAM STICKLES, OF HEDGES & BRO., 
NEWARK, NW. J. 


Mr. Stickies. I would like to forego the statement that I prepared, 
for one reason, that it was in favor of the SDPA, and they have done 
a great job for me. 

r. Mutter. We will place your prepared statement in the record. 


Mr. Stickies. All right. 

Mr. Mouwrer. Fine. That is Mr. William Stickles of Hedges & 
Bro., of 105 South Street, Newark, N. J. 

The statement will be made a part of the record. 

(The statement submitted by William Stickles, Hedges & Bro. is 
as follows :) 


Mr. Chairman, I am Mr. William Stickles, a partner of Hedges & Bro., estab- 
lished 1863, manufacturer of plumbing specialties under the trade name “Pilot.” 

We normally employ 27 men, 5 days a week, but due to the curtailment of our 
own products, we now employ only 25 percent. We could be operating at 100 
percent capacity, of which 85 percent could be defense production. But due to 
the fact that our normal products do not require the close tolerances that are 
required for defense work, it is impossible for us to bid on more than 5 percent of 
the defense orders on which we are asked to quote due to our lack of equipment 
for working close tolerances. 

One of the problems that we have as a small manufacturer, is the purchasing 
of machinery and machine tools, which are needed to convert from our normal 
products to defense production. The purchase of such machines and machine 
tools that are required for production of such component parts for the Armed 
Forces, take approximately 8 months to more than 1 year for delivery. If there 
could be some way to expedite machinery and machine tools to small business, I 
am sure, we coukl produte the needed material for defense orders and be able to 
meet the required delivery dates of such orders. 

However, on July 31, 1952, was the first time we used the services of the Small 
Business Bureau. On this date, we needed a small machine tool, which we tried 
to purchase from mill supply houses in New Jersey and New York without suc- 
cess. Delivery quoted for the tool was from 12 to 16 weeks—the afore-mentioned 
tool was urgently needed in the production of a component part on a subcontract 
order for the Air Corps. This order carried a D. O. A-1 rating, and to be 
delivered by September 15, 1952. 

The same day, July 31, about 3 p. m., I called Mr. John McQuillen of the Small 
Business Bureau in New York. After explaining the urgency for this tool and 
what had been done trying to secure it, Mr. McQuillen told me that he would 
see what he could do to expedite this particular tool needed. 

The following day, August 1, at 11 a. m., I received a telephone call from Mr. 
McQuillen, stating that the tool we required would be shipped September 1, 1952. 
He also stated that if it had not been for the vacation period of the manufacturer, 
which was August 4 to August 18, we would have had delivery by August 18. 

As stated before, this was the first time we had used the services of the Small 
Business Bureau and with very good results. We shall in the future avail our- 
selves of the efficient services of the Small Business Bureau. 

Mr. Chairman, thank you for the opportunity of presenting one of our problems 
before this committee. 


Mr. Murer. Mr. David Libsohn or Miss Miryam Simpson. 
This is David Libsohn, of Mark Simpson Manufacturing Co.? 
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STATEMENT OF DAVID LIBSOHN, OF MARK SIMPSON 
MANUFACTURING CO., LONG ISLAND CITY, N. Y. 


Mr. Lassonn. That is right. 

P _ Motrer. Will you sit down and let us have the address of your 
rm 

Mr. Lisson. 3228 Forty-ninth Street, Long Island City. ~ 

Mr. Moutrer. You may proceed, sir. 

Mr. Lassonn. Most of the statements made this afternoon seem to 
be more or less in a personal vein, and maybe I was briefed incor- 
rectly in coming here, but my statements are more on a general vein 
with definite suggestions for improvements in getting more contracts 
for small business. 

On the basis of first-hand experience in working with Government 
contracts, we submit the ee to this committee 
in the belief that these reeommendations will constructively aid small 
business in its efforts to achieve greater participation in Government 
contract work. 

1. The set-aside program of the SDPA isa tive step in the right 
direction for greater participation of small business in Government 
procurement. The SDPA is to be congratulated on having concluded 
contracts with each of the branches of the Defense Department for 
their participation in this program. 

2. The Government’s military mobilization program is another very 
worth-while project. It is hoped that this p is stepped up and 
that small business be given the opportunity of substantial participa- 
tion by being awarded more contracts under this program. 

3. Curmene rocurement for single large end products, such as air- 
lanes, should be broken down into small component procurements. 
his would — small business with the oupeeney. of assumi 

a greater role as a prime contractor. This in turn would equip sm 
business with the administrative, technical, and production know-how, 
in ——. with Sone contracts and ran 

uch an expan rogram calling for greater direct participation 
of small business in Geviiesaa seak, would benefit the Government 
by making available a valuable pool of companies thoroughly 
schooled in Government contract work, which the Government could 
draw upon in time of emergency. 

Further, such a teens would materially reduce costs to the 
Government by eliminating the pyremiding of profits. This would 
also permit many small companies to seek Government contract work 
on a truly competitive basis. 

4. Greater financial assistance by the Government should be ac- 
corded small business. Means must be provided whereby small busi- 
ness can obtain loans from banks for the performance of Government 
contracts. Too many banks are reluctant to cooperate under the 
V-loan program, because of the small return they get on the loan and 
the vast amount of paper work involved, which cuts into their profits. 
A greater number of contracts should be issued which include 
payment clauses (such progress-payment clauses to be modeled after 
those appearing in Signal Corps contracts). 

A fund should be established by the Government from which a 
contracting officer would be empowered to allot funds to a contractor 














SMALL BUSINESS AND THE NATIONAL EMERGENCY 326] 


in time of financial hardship, while progress payments are being 
cleared. 

5. It is possible for a business to be working on a loss contract. which 
is renegotiable and a profit contract which is not only renegotiable 
but redeterminable. In such a situation, the profit contract loses its 
value to the contractor insofar as his being able to offset it with his 
loss contract, because of the fact that in price redetermination (which 
precedes renegotiation) no consideration is given to other contracts 
held by the contractor, even though they may entail heavy losses to 
him. 

6. A positive incentive plan for compensating the contractor should 
be initiated as an inspiration to him to perform with maximum 
eflicency. 

7. We recommend a merit-rating plan, based on a contractor’s past 
performance, that would be taken into a contracting officer’s saline 
tion of a bid, prior to its being awarded. 

8. More time should be allotted to the contractor for the preparation 
of bids and more complete technical data should be ane available 
to him. The Signal Corps has realized the importance of this and 
recently conducted a survey on it. 

9. Contractors are still suffering hardships because of the losses 
they have taken on contracts bid upon in June 1950, prior to Korea 
and which were fulfilled many months and even years later. These 
losses were due to sharp increases in labor and material costs which 
could not have been foreseen at the time of the bid and were not due 
to any fault of the contractor. Some ready means of monetary ad- 
justment to the contractor should be provided for at once. 

That is the end of the statement which I prepared and, if there 
are any questions on any of these particular points of which I have 
knowledge and experience in dealing with, I will be glad to answer 
them. 

Mr. Muurer. Thank you, sir. 

Mr. Mansfield, any questions? 

Mr. Mansrretp. No questions. We are glad to have the sugges- 
tions, though. 

Mr. Datmas. Did you mean that the Government, the Air Force, 
should let the component parts of a plane as prime contracts rather 
than let the plane itself? 

Mr. Lissonn. That is right. In other words, there are certain 
components, such as we have prime contracts with the Government 
for, on which we get GFE, raced sti ee equipment. If 
that equipment was not Government-furnished and we were not to 
procure that equipment, we would tack on a profit on it. Our supplier 
would put a profit on it, too. There would be a double profit on the 
same piece of equipment supplied to the Government. 

We have an instance now where an aircraft manufacturer is supply- 
ing a piece of equipment. We supply that equipment. We put a 
profit on. The aircraft company “ng a profit on it to the Govern- 
ment. We know we are making the same equipment direct for the 
Government. That equipment would be supplied to the same manu- 
facturer at no additional cost to the Government; in fact, at a 
smaller cost. 

Mr. Datmas. Who is going to assemble the planes? 
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Mr. Lissoun. Let the one contractor do the final assembly, but the 
individual components can be broken up. Let that be broken up. 

Mr. Damas. I do not know whether it would work or not. It is 
a novel idea. 

Mr. Lissonn. It is being done now. The exact same item is being 
furnished by the Government to the manufacturer, yet the manu- 
facturer himself, because of shortages in Government stock, is going 
out and buying it direct. 

Mr. Daumas. You mean the private manufacturers furnish the 
Government engines? 

Mr. Lissoun. They furnish them the completed planes. There are 
amplifiers, electronic equipment. There are various components which 
are assembled in bulk in the finished item. 

Mr. Murer. Doesn’t renegotiation, to that extent, eliminate that 
profit on a profit? 

Mr. Linsonn. No. We are entitled to a legitimate profit and the 
prime contractor is entitled to a profit, too. 

Mr. Mutrer. But in renegotiation they take into account the profit 
that he is entitled to earn on his own invested capital and the labor 
and materials that he buys and uses throughout his factory. I think 
they take into account what he has already bought from somewhere 
else to go into the completed unit. 

Mr. Linsoun. His costs or administrative costs and costs for sending 
people out to buy are costs to which he is entitled. There are many 
parts we go out and buy for the Government and we put a profit on 
it because we are entitled to it. 

Captain Capy. I am Captain Cady, headquarters, Eastern Air 
Procurement District, small business. 

An item of note that the committee may be interested in is that the 
Air Force Small Business Committee, consisting of four prominent 
industrialists, have toured the prime contractors looking over our pro- 
curement, and their testimony before the Senate Small Business Com- 
mittee recommended that we do away with most of our GFE and 
work with the assignment of the whole airplane or whole components 
to one individual contractor and let him, in turn, subcontract. That 
is dissimilar to the testimony made here. . 

That study has been made. The huge complexity at Wright Field 
at the moment would greatly add to the confusion which is in process 
now in getting the contracts out. If you are interested in that, that 
testimony can be found in the hearings before the Senate Small Bus- 
iness Committee. 

Mr. Mansrietp. The committee will go into these suggestions very 
carefully. 

Mr. Lissonn. I would like to speak off the record on some of these 
suggestions. 

r. Muurer. If it is off the record, when we get into executive ses- 
sion, those members of the committee who are not here will not know 
what you have told us and will not have the benefit of what you have 
said, 

Mr. Mansrtexp. I do not think we should have any off-the-record 
testimony. I think it should be above board and on the table for all of 
the committee to see. 

Mr. Mutrer. That is the attitude of the committee. That is one 
reason for having the Government representatives here so if there is 
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need for comment from them, we can get the whole story on the record 
so far as possible. We do not want to preclude you from telling us 
anything you want us to know. If you think there is something confi- 
dential that the committee should know, we would like to have you 
put it in writing to us and then we can consider it and call for addi- 
tional testimony if it is desired. We do not want to embarrass you 
by asking you to tell us something in public that you feel will embar- 
rass you. But this is a public hearing and we ought not to have any- 
thing said off the record that is not going to be answered. 

Mr. Lassoun. In further answer to the suggestion for breaking 
down these large end products into smaller end products contracts, I 
think that one of the things that hinders small business is that when 
they have to come up and deal with many of the larger industries they 
do not get the full opportunity of being able to submit a quotation at 
all times on equipment, I am quite certain. I have no actual proof 
of favorite companies who do get a so-called “in” by being able to bid 
on these subcontracts. They have tried for 2 or 3 years at our com- 
pany with some of the largest companies in the country. We have 
never even had a chance to bid. Yet we do handle millions of dollars 
of Government contracts with our branches of the Armed Forces on 
similar types of equipment being procured. 

For that reason alone we feel that the end product should be broken 
down into smaller components which woubll Gat all small manufac- 
turers on an equal footing in being able to at least submit a quotation. 

That is in reference to that point. 

Mr. Mutrer. Have you presented any specific problem to the 
SDPA? 

Mr. Lissonn. Yes. We had one problem which we did present and 
which was very well handled by them, although they couldn’t give us 
any assistance. 

A week before they concluded one of their Small Plants arrange- 
ments with one of the branches of the Defense Department, we lost out 
on a Government contract by maybe $25,000 to $50,000 for us. That is 
a large contract involving maybe a half million dollars. The irony of 
it was that we are in the process of making that equipment for this 
particular branch of the Government and we do stand to lose on this 
contract about $100,000 to $150,000 because of the fact that it was 
awarded us; that we bid upon it back in March of 1950 and we are first 

oing to start the delivery in October or November. You can well 
imagine the changes in costs since that time. 

Mr. Mutrer. Don’t you have a redetermination provision in your 
contract ? 

Mr. Lissonn. We have renegotiation. 

Mr. Motrer. I asked about redetermination. 

Mr. Lissoun. No. We do not have that. But we have a redetermi- 
nation provision in some of our contracts with another branch of the 
service, which, as I said, will do us no good because of this factor. 

Mr. Muurer. Mr. Dalmas suggests—and I was about to make the 
same suggestion—that you take it up with the procurement office that 
made that award of the contract to you, and I think you may find, even 
though it is not in the contract, you may be entitled to redetermination 
provided it has been due to no fault of yours in being unable to deliver 
under the contract. 

Mr. Lissonn. No. 
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Mr. Muurer. Provided it has not been your fault that the contract 
was not delivered during this 3-year period. If you got a contract in 
1950 under which you couldn’t begin to deliver until 1952, I believe 
you can make out a case for redetermination and your procurement 
office will give you some help on the subject. 

Mr. Mansrtevp. I would like to ask the witness: Did you say on this 
contract that you received in March that you were to give delivery the 
following October or November? 

Mr. Lissonn. We were to give delivery the following November, 
but at the time it was a patos 6 new item which required a great 
deal of development work and which neither the particular Depart- 
ment of Defense nor ourselves fully appreciated at the time the bid was 
put out. 

Mr. Mansrievp. Did you complete your requirement by November? 

Mr. Lissoun. No. It was impossible because of that factor. We 
were about a month late. 

Mr. Mansrietp. The reason I was asking this question is if you 
got the contract in March, you had at least 3 months before Korea. 

Mr. Linsoun. The bid went out in March ; the contract was awarded 
in June. 

Mr. Mansriecp. What day in June? 

Mr. Lissonn. I don’t know the exact date. 

Mr. Mansrte.p. Before or after Korea, before or after the 25th? 

Mr. Lissoun. Before. 

But the point is that on this contract, as I say, we do stand to lose 
about $150,000. That is the exact same piece of equipment on which 
an award was made at three times the price we received for that same 
particular equipment. 

This contract was awarded to a company that has a backlog of at 
least a hundred-million dollars in Government contracts, and they are 
a tremendous outfit. The delivery terms on the contract were such 
that frankly no other company but ourselves would have been able to 
meet the delivery, because it would have meant a complete develop- 
ment for this other company, too. 

The irony of the thing is that we have to supply this other company 
with technical and engineering data. Of course, they are going to 
pay us for it, but we have to supply it to them in order for them to 
perform on the contract. Otherwise they would be in default them- 
selves. The thing was that we were glad to come down and meet this 
other company’s price as far as being awarded the contract was con- 
cerned. We informed the contracting officer and we contacted the 
Small Defense Plants Administration immediately before the award 
was even given out and told them we would be glad to go down so we 
could benefit by that. Nothing ever came of it. The contract was 
awarded. We did have to come to the assistance of the other com- 
pany in seeing to it that they met the terms of the contract as far as 
delivery is concerned, 

Mr. Mutrer. Colonel Philipps. 

Colonel Putiiers. Were these advertised bids? 

Mr. Lissonn. Yes. 

Colonel Putters. The one let for three times the amount was let 
after the amount was set on your contract / 

Mr. Lissoun. Yes. 

Colonel Puitiprs. Yours was prior to Korea? 
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Mr. Lissonn. That is right. 

Colonel Pumurrs. If there was an advertised bid, they have no way 
of changing to let them meet the price, because prices went up con- 
siderably during that period of time. 

Mr. Rosenruar. I would like to ask Colonel Philipps whether 
something couldn’t have been done under the First War Powers Act, 
as extended, for the amendment of the contract without consideration 
in the case of an advertised procurement. 

Colonel Putters. Not in the case of advertised procurement, but 
in the case of negotiation. 

I do not believe that extends to advertised bids. 

Mr. Rosentuar. Would you be willing to check it with the Defense 
Department lawyers? It is our understanding that the law would 
allow it in cases of such kind, but that the Defense Department has 
been very restrictive in its application of that authority. 

Mr. Datmas. Mr. Rosenthal is right, Colonel Philipps. It refers 
to any contract, but one of the requirements that the Department of 
Defense has laid down in redetermining prices is that the contract 
must be essential to the defense effort. Of course, if you take the 
broad interpretation, we must assume that anything they buy for the 
Defense Department is for the defense effort, but they do not take 
that position. There are a lot of things that they buy that they can- 
not classify as “essential” in order to make a price redetermination. 

Colonel Printers. I believe that provision says whether the facility 
is essential to the war effort. 

Lieutenant Tomasnorr. My name is Lt. M. J. Tomashoff, and 
I am the officer in charge of the Contract Administrative Division. 
1_ believe, sir, that the “essentially necessary for the war effort” 
criterion has been amended to facilitation. I believe the criterion this 
gentleman has mentioned in his statement seems to meet all the re- 
quirements of title II procedures. Certainly as a research and de- 
velopmental contract his production would have seemed to facilitate 
the national defense, and I think that he might have almost a classi- 
cal case of a claim under the War Powers Act. 

Mr. Datmas. The staff of our committee attended the hearing be- 
fore the Judiciary Committee on the renewal of this particular piece 
of legislation, and one of the points that the members of the Judiciary 
Committee bore down on considerably was this matter of essentiality, 
and I am very happy to learn—I didn’t know it—that they had 
changed it at least to facilitation, or something of a degree that would 
seem to fit better in the particular case such as outlined here. 

Here was a contract advertised in March 1950, let apparently right 
before Korea. There were no price regulations or wage regulations 
until the Defense Production Act was passed in September 1950, and 
C— regulations were not put into effect until January 1951, as you 

now. 

There was a period in there when we had rapidly mounting costs 
and a great many contractors got caught in that squeeze. 

Mr. Muvrer. Mr. Libsohn, 1 would like to suggest that you take 
the matter up with the appropriate departments and let us know 
what progress you make. 
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There was one other thing you touched on in your first recommenda- 
tion which I think has been covered by the agreement between the 
services for joint determination. I would like to ask at this point if a 
Representative from Quartermaster can tell us whether or not they 
have received the appropriate directive for joint determination 
tween their office and SDPA. 

Mr. Farr. It has been received, but it has not yet been implemented 
at the New York Quartermaster level. 

Mr. Mutter. Can you tell us why not? Iam not asking it critically. 
The committee would like to know when it is going to get into opera- 
tion. 

Mr. Farr. It came in within the last 24 hours and it takes a bit 
of time before it works its way through legal and gets into the imple- 
mentation stage. 

Mr. Murer. We can assume that it will be implemented as quickly 
as possible. 

Mr. Farr. I think that is a fair assumption, sir. 

Mr. Mutrer. Thank you. 

There is one other point in your recommendation, No. 8, which we 
thought we had pretty well cleared up. That is the preparation of 
bids and getting them to you in ample time to get your bid in and make 
available to you sufficient technical data. I don’t know whether you 
were here when Colonel Phillips confirmed to us that a very strong 
directive has gone out to all procurement offices to make sure that there 
was ample time given to bidders and also sufficient information and 
description of items and ample specifications. 

I think that directive has gone out, and I think SDPA should 
make sure that each of its regional offices sit on top of that situation to 
make sure that implementation is followed through. We got a tre- 
mendous number of complaints last year on that subject and we were 
of the opinion that it had been cleared up. 

Mr. Linsonn. It has been improved, let’s put it that way. I still 
have a letter in my files of 2 or 3 months ago from the Air Force 
stating they didn’t have technical data enough to give out and 
that they couldn’t increase the time for the closing of the bid date, 
and things of that nature. 

From time to time you do get bids which are mighty close to try 
to put work into. 

Another thing is that sometimes you say to yourself, “Well, we do 
not have enough time to bid on this thing,” You do not do anything, 
and the date the bid is to be opened you get a telegram saying that it 
is extended another 2 or 3 weeks. 

Mr. Murer. That is because somebody got in touch with SDPA 
or some other agency that sat on the procurement agency and said, 
hag ps do that. You have to give everybody a fair opportunity 
to bid. 

When you people come across those situations, you should not 
hesitate to let SDPA know about it or even this committee. 

Thank you very much, sir. 

Mr. Lissonn. Thank you. 

Mr. Muurer. Mr. Allen. 

(No response.) 

Mr. Murer. Mr. B. Aslanian, Lion Cleaners. 

(No response. ) 
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Mr. Mutter. Has Mr. Lester returned ? 

Mr. Lester. Yes. 

Mr. Mourer. Mr. Raymond Lester, of Lester Associates. 
Will you come forward, please ? 

What is the address of your company ? 


STATEMENT OF RAYMOND A. LESTER, OF LESTER ASSOCIATES, 
HASTINGS-ON-THE-HUDSON, N. Y. 


Mr. Lester. Hastings-on-the-Hudson. 

Mr. Muurer. You may proceed, sir. 

Mr. Lester. Well, all I have to say was that we received a $25,000 
loan through the RFC on the basis of two contracts and that the Small 
Defense Plants Administration was instrumental in helping us get 
this loan. 

Due to the red tape and inexperience on our part, the time the RFC 
took added up to about 6 months and it kept us rather on a seesaw 
basis as to whether we were going to do it or not. ; 

The SDPA certainly helped us on that basis in speeding it pe 

Mr. Muurer. We will make the letter you have prepared, dated 
August 27, 1952, addressed to the Small Defense Plants Adminis- 
tration, a part of this record. 

Mr. Lester. All right. 

(The letter referred to is as follows :) 
Aveust 27, 1952. 
SMALL Derense PLANTS ADMINISTRATION, 

New York City, N.Y. 

GENTLEMEN: At the beginning of this year we were awarded the following 
naval contracts: 

1. Fueling and replenishing at sea-training device for the Naval Academy. 

2. Master pattern identification ship models. 

3. Vacnum tube mockup training device. 

4. “Sparrow” guided-missile handling trainer. or 

5. Guidance system demonstrators for the Navy and Army guided-missile 
program. 

6. Military explosive training kit. 

7. Ship-maneuvering board device. 

8. “Regulus” guided-missile classroom demonstrator. 

We are a small organization consisting of 25 engineers and skilled crafts- 
men. Our capital is not large. The long delays in receiving money for 
work done, even on a partial-payment basis, keeps our organization on a 
hand-to-mouth basis. 

With the new contracts above, the need for additional capital was imper- 
ative. We approached the Small Defense Plants Administration who advised 
us in the proper procedure. We applied to the RFC for a $25,000 loan 
through the Small Defense group. Your organization was instrumental in 
expediting the loan when, due to our inexperience, plus red tape at the 
RFC end the loan was delayed in being processed. 

Very truly yours, 
RAYMONpD A. LESTER. 


Mr. Crrron. Mr. Chairman, this case of Lester Associates was quite 
close to our early days and it points up the testimony this morning. 
I believe he came into our offices in the very beginning and we didn’t 
even have a loan man. This would point up the problem that if we 
have the power now, it would cut down so much time between the 
applications going back and forth from New York to Washington. 

ster Associates has just testified it took him 6 months from the 
time he started until the time that he received the money. In many 
cases, which luckily wasn’t his case, either the loan is not needed after 
the 6 months or the company has gone bankrupt . 
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A very good case in point was that of Mr. Orchard’s own company. 
He didn’t tell the story. He applied for a loan a year ago with RF 
After 6 months of consideration they told him he could have it and 
he had already received the money 4 months before through a V loan. 
I am pointing that out as more testimony in favor of the more liberal 
loan policy for SDPA regional level. 

Mr. Lester. If we had known it was going to take 6 months, I would 
have asked for double the amount I did ask for. 

Mr. Mutrer. It doesn’t cost anything to ask for it, it doesn’t mean 
you are going to get it. 

Thank you very much. 

Mr. Lester. You are welcome. 

Mr. Murrer. Mr. Harry C: Sorensen. 

(No response. ) 

Mr. Muurer. Now Mr. Blickman. Louis M. Blickman. Will you 
please come forward ? 

This is Mr. Louis M. Blickman, president of the Advanced Can Co., 
Inc., 1178 East One Hundred and Eightieth Street, New York. 


STATEMENT OF LOUIS M. BLICKMAN, PRESIDENT, ADVANCED CAN 
CO., INC., NEW YORK, N. Y. 


Mr. Buckman. After learning about this meeting I took the liberty 
of chasing down and bumped into our good friend, the regional di- 
rector, Mr. Citron, and I learned what this was all about. During the 
lunch period I took the liberty of reading Mr. Citron’s recommenda- 
tions and speech to the committee and we strongly recommend that 
every effort be made on the part of the Government to give the 
regional offices more authority and more power in their respective 
divisions, and we strongly urge it for the following reason: That you 
will probably plainly see what the Advanced Co. was up against. 

In February of 1952 Advanced Can Co. filed a sealed bid for fused 
containers with the Navy Ordnance Division in Washington. Ad- 
vanced Can Co. was the low bidder on item 4 and upon finding that 
we were low bidder, I visited with the contracting officer who, in turn, 
called in the finance officer. 

I presented the statement of the Advanced Can Co., which was 
checked by the finance officer and he assured me by looking at the 
statement he saw no reason why the contract, which would amount 
to about $171,000, should not be placed with us. 

Thereupon I went home and visited with the Small Defense Plants 
Administration here in New York and presented our picture to them, 
and asked for their aid in seeing that the proper thing be done by the 
Advanced Can Co. in order to save us the job of chasing back and 
forth between New York and Washington, which, for a small-business 
man, becornes quite costly. 

Small Defense Plants Administration sent an engineer, Mr. Mc- 
Quillan, to our plant, who went through our facilities, our financial 
situation, our technical knowledge, and, as I understand it, the re- 
gional director and Mr. McQuillan recommended the placement of 
this contract to Washington. 

The contract was not received. 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 3269 


Personally following up the contracting officer of the Ordnance 
Bureau, the story was that for the best interests of the Government 
we were not given the contract. 

At the same opening of the bid on another item of a fused container, 
the low bid on that was a company in Wilmington, Mass., with no 
technical experience, with manufacturing space of approximately 
8,000 square feet. 

Advanced Can Co.’s space is over 40,000 square feet. The financial 
condition of the company was less than half the size of Advanced Can 
Co. That company did receive its contract on which it was low bidder 
to the extent of $500,000. 

In digging further into this particular thing, I was told that we 
did not have sufficient manufacturing space and we did not have the 
‘apital, 

‘he Small Defense Plants Administration advised me that they 
have made every effort to have the contract placed with us, but they 
had not yet had any contract signed on the set-aside plan between 
the services and the Small Defense Plants Administration. That was 
the end of that one. 

Mr. Mvurer. Can you give us the bid numbers? 

Mr. Buickman. Yes. 5784-O-B. 

In April of the same year, 1952, another bid was received by us or 
an invitation to bid, on the same items from the same agency, and we 
put our bid in in the regular way, and I attended the opening again 
and there found that we were low bidder again on one of the items 
amounting to approximately $296,000. I no longer went to the con- 
tracting officer, but went directly to the Small Defense Plant Adminis- 
tion in Washington and they, too, advised that they would intercede 
for us. 

By this time a contract was in effect between the services and the 
Small Defense Plants Administration on the set aside for small 
business, 

I submitted my financial statement to the finance man in Wash- 
ington. He received it. I presented myself to the chief engineer of 
the Small Defense Plants Administration. The chief engineer was 
satisfied that we had the know-how and wherewithal. The finance 
man felt we could not get it because it was a one-man business. This 
was in spite of the fact, gentlemen, that I had described the one-man 
business, as he called it, due to the fact that while I was president of 
the company, due to a cardiac condition, I didn’t attend my office every 
day, but worked from home with a direct line from my home to the 
switchboard at the office. But still I am able to take care of all the 
financing of the company and all the sales of the company. We do 
not employ a salesman, 

Our volume of business in 1951 was $635,000, which I think is con- 
sidered small business, but if we should be precluded by calling that 
a one-man business, after this kind of description, then I think it is 
something for you people to decide and do something about. 
| However, they would make every effort to see that we got our just 
due. 
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Forty-eight hours later, after I got home, an engineer of the naval 
inspector’s office presented himself at our plant, went through our 

lant, and at ihe same time I think Mr. Erickson of the Small Defense 
Piants Administration, who is an engineer, also presented himself and 
went through the plant at the same time. 

As I understand it from both Mr. Erickson and Mr. Citron, the 
regional director, the Advanced Can Co. was given a very good send- 
off, We were recommended for the contract. 

After waiting several months no action was taken and I personally 
followed up the Small Defense Plants Administration in Washington 
and was told by the finance man down there that the contract had been 

laced. 
F Mr. Muurer. What was the bid number of that one? 

Mr. Buicxman. I have a record of it. 

Mr. Mutter. Will you supply it to us? 

Mr. Buickman. Yes. 

Mr. Mansrievp. I didn’t get the last word. What did you say? 

Mr. Mutrer. It had been placed elsewhere. 

Mr. Burckman. Had been placed elsewhere. 

Thereupon I contacted Mr. Stimson, who is the chief engineer of 
SDPA in Washington, who advised me that the contract had not been 
placed. So I hopped a train and went down there and got into this 
thing with these people personally. There the same story was given 
all over again. The finance man said, “According to your statement, 
you cannot handle a contract of $298,000.” 

Gentlemen, as I mentioned to you before, our statement shows our 
volume of business for 1951 was $635,000. The fused container con- 
sists of the same type of material as we use in our regular business of 
making tin cans. The only difference is in the gage of the material. 
But the source of supply is the same. The source of supply consists 
of the same steel companies that furnish the tin plate for the cans, or 
the material for the fused container. 

Mr. Muurer. And your machinery can handle, regardless of the 
Bage, either gage ¢ 

r. Buickman. Yes, with the exception that the machinery required 
for the fused container—some of the machinery—is different than 
what is used in the can manufacture ; however, when we found we were 
low bidders on both of these invitations, which we are talking about, 
I got an option on the machinery which we do not possess from a 
machinery man here in New York. This option was verified by the 
Small Defeiase Plants here in New York and the Small Defense Plants 
in Washington. 

Mr. Muvrer. When you say you got an option, this firm in New 
York had the machinery you needed and gave you an option to buy it 
on condition that you obtain the contract 

Mr. Buckman. That is right. 

Mr. Murer. That was in writing? 

Mr. Buickman. Yes, sir. 

Even after verifying this by letter and in person, several months 
after that, again when I went down to see what was happening to this 
contract, the Small Defense Plants Administration told me down 
there that we have to be prepared to finance this $298,000, and I said 
to them, “Gentlemen, this calls for delivery over a period of 13 months 
and I do not think you state it correctly when you expect a company 
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to be prepared today to finance their purchases for 8 to 10 to 12 months 
later. 

Mr. Mutter. Delivery was to be made over a period of 13 months? 

Mr. Buickman. Yes; in equal monthly deliveries. 

Mr. Muurer. Was payment to be made as you made deliveries? 

Mr. Buckman. The terms were one’ 10, net 30, and I believe the 
United States pays its debts. 

Mr. Murer. On each delivery ? 

Mr. Buckman, Yes. 

Mr. Mutrer. If the Government lived up to its part and paid for 
it—_— 

Mr. Brickman. We would live up to ours 

Therefore I pointed out to them it was not nec essary to have suffi- 
cient capital to finance the entire contract when the delivery calls for 
13 different deliveries over 13 different months. 

Mr. Crrron. I think there are several points that Mr. Blickman 
has not mentioned, even though they are in his favor. After the second 
request from Washington to inspect his plant, which we did—and as 
Mr. Blickman said, both times we recommended the contract be given 
on a certificate of competency over my signature, but Washington 
asked him for evidence of adequate financing—didn’t you get some 
letters ? 

Mr. Buckman. I was getting to that. 

Mr. Erickson. These letters were submitted to us and we forwarded 
them. 

Mr. Crrron. That is Mr. Erickson from SDPA, one of the engi- 
neers who went through the plant. I went through the plant, too. 

Mr. Mutter. Do you have an engineer on your staff there? 

Mr. Buckman. Yes. 

Mr. Mutter. He was on your staff when you bid on these contracts ¢ 

Mr. Brickman. Yes, sir. 

Mr. Murer. You have a production manager in charge of these 
plants? 

Mr. Buickman. Yes, sir. 

I am personally in this business for 40 years, 36 of which were spent 
with the third largest can company in this business. 

Mr. Mouurer. Did this Advanced Can Co. do war work during 
World War IT? 

Mr. Buckman. We started in 1947, but I personally attended to a 
lot of work in World War I and World War II. 

Mr. Mutter. Of the same kind? 

Mr. Burcxman. Yes. I was with the National Can Co. 

Mr. Cirron. I thought you had some contracts when we were up 
there or had finished one. 

Mr. Buckman. I am not calling it in the same category. It was 
a contract for paint cans amounting to some twenty-thousand-odd 
dollars. Since then we received one which we are completing now 
for approximately $190,000. 

Mr. Mcuurer. These two contracts were Government contracts? 

Mr. Buckman. Yes; Navy contracts. These were standard paint 
cans that we make for every Tom, Dick, and Harry in the paint-manu- 
facturing business, so there was nothing special on those. But on 
these fuze containers they are special for the Government only and 
if the Government doesn’t take it, there is no need of having that 








3272 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


machinery around for any other purpose. We cannot use it. There- 
fore the option was obtained to get that machinery when we found 
we were the low bidder. 

Mr. Crrron. Let me add one more thing. 

On the whole we have always had 100 percent cooperation from 
the Navy. In this particular case I do not know what happened, 
but in the very beginning the New York Naval Inspection Service 
refused to show me, as regional director, the inspection report. They 
refused to tell us what was wrong. The only way they opened their 
files to us was after I informed Mr. Swisher in Washington of their 
attitude and then they received a teletype to open their files. They 
permitted me to read the file, because they refused to let it go out of 
their office. 

One of their main complaints other than the one he told you was 
not that it was a one-man business, but his son didn’t know anything 
about the business. He was a medical student. When we made the 
first inspection Mr. Erickson and myself—I borrowed Mr. Erickson 
from the Department of Commerce, where he worked. He wasn’t 
on SDPA’s payroll. IT had to make an inspection and I am not an 
engineer. I borrowed him. We expected to hire him the following 
week, 

This son who didn’t know the business took us through the plant 
and demonstrated each machine. I didn’t ask him to do it, but the 
son who didn’t know anything about the business demonstrated the 
whole assembly line and ‘himself worked each machine for us, which 
to me seemed like a foul play to make that charge against Mr. Blick- 
man’s son. : 

Mr. Brickman. The son is 3C years old. I don’t want you to think 
of a little fellow like that. 

Mr. Mutter. Was there any question in the confidential report as 
to not giving the contract to this company for security reasons? 

Mr. Crrron. None that I can remember. 

Commander Morean. I am in the supervising inspector's office, so I 
have no knowledge of this contract, though I have access to the records 
if they need be looked at. I will say that it.is customary to keep all 
pre-award surveys, as they are called, confidential, particularly if there 
is anything in the report that might be considered derogatory in any 
way, shape or form. We hire civil-service people the same as lots of 
these other folks do, and we assume they are competent. We test 
them in every way possible. Whether they make a human error or 
whether they make a report that is not competent, that makes no 
difference. It cannot be shown to people without proper authorization. 

It is checked and verified in our office against our records and against 
the judgment of other people who should know what they are doing. 

If Mr. Citron asked to see the records, he probably would be denied 
the records until a proper authorization was made. At that time I 
do not believe the establishment of relationships between SDPA and 
the Navy—— 

Mr. Crrron. It hadn’t been established yet 

Mr. Mutrer. Let’s not get into the sile issue of the confidential 
nature of these reports. I do not think that is the point in issue. 

Commander Moroan. No. 

Mr. Mvuvrer. Have you finished your statement ? 
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Mr. Burcxman. No. I have something you gentlemen should be in- 
terested in. 

Mr. Muurer. We are interested in this: What price was the first 
contract on which you bid $171,000 and at what price was it actually 
jet? At what price was the second contract on which you bid $296,000 
let ¢ 

Mr. Brickman. You may be interested in this. 

Mr. Muurer. Mr. Blickman hands me a letter dated July 5, 1952, 
copy of letter written by Lim to John J. Courtney, special counsel, 
committee on Armed Services. It reads as follows: 

Please accept the thanks from the writer for the kind courtesies shown him 
when at your office last week 

We are herewith enclosing photostatic copies of the papers you requested the 
matter of procurement complaint at Navy Ordnance which the writer lodged 
with you, and trust that you will see it through to a proper conclusion. 

1. Certificate of competency from the SDPA. Note the change in date. 

2. Dun & Bradstreet report on second lowest bidder. 

3. List of competitive bids as formulated by outside agencies. 

We look forward to hearing from you on the above matter and stand ready for 
any appearance that you may desire to substantiate our complaint as was regis- 
tered with you at your office. 

Looking forward to hearing from you, we remain. 

Very truly yours, 
AvvVANCED Can Co., INc., 
L. M. BLICKMAN, President. 

In other words, this is a submission of the papers supporting your 
complaint which you made to the Committee on Armed Services in 
Washington. 

Mr. Bitckman. That is right. 

The price on the invitation to bid opened February 13, the low 
bidder was the Advanced Can Co. at 0.27974. The contract was 
awarded to Melvina Can Co. at 0.282. 

Mr. MaNsrtevp. That is the Wilmington, Mass., concern ? 

Mr. Brickman. No, sir. 

Mr. Mutter. This is the second contract? 

Mr. Burcxman. No. The first contract. February 14. 

Mr. Mansrretp. What is the address of that concern which received 
the contract ¢ 

Mr. Burckman. Maspeth, Long Island. 

The second contract on bid opened June 4 on which Advanced Can 
Co. was the lowest bidder was 0.17571. The contract was awarded to 
the Bay State Steel Co., 319 Main Street, Wilmington, Mass., at 0.1792. 

At the time of the placing of this contract, which, by the way, is 
invitation No. 657-O-B— 

Mr. Murer. You gave us the unit price? 

Mr. Buicxman. That is right. 

Mr. Mutter. Can you give us the aggregate price on each contract ? 

Mr. Buckman. It was about $289,000 on the June 4 opening which 
was our low bid of 0.17571. 

Mr. Murer. What was the aggregate price of the award? 

Mr. Buckman. The aggregate price of the award was about $40 
a thousand higher. It was about $6,000 or $7,000 higher than what we 
bid. 

I want to call your attention, gentlemen, to what probably tran- 
spired here, too. Invitation 5784-O-B and invitation 6575-O-B 
offer the same item, the same item, the same size fused contained on 
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offer the same item, the same size fused container on which the Bay 
Steel Co. received the contract at 0.1589, wherein we were second 
lowest bidder on that at 0.19112. On the second award Bay State 
Steel Co. received this contract at an increased price to 0.1792, which 
permitted them to average out that half-million-dollar contract that 
they supposedly got at a ridiculously low figure, so considered by 
the trade, as against our figure of 0.17571. 

I do not believe it was the price that had anything to do with it. 
There were other circumstances that probably entered into the de- 
cision of the contracting officer to place the contract where he placed 
it instead of where I think it really belonged. 

Mr. Berman. Is either Bay State or Melvina large business? 

Mr. Buckman. They are both small. 

Mr. Berman. They are both small business? 

Mr. Buckman. Right. 

Mr. Berman. Was there any qualification in the award submitted 
by you in any way? 

Mr. Buckman. No, sir. 

Mr. Berman. One item? 

Mr. Buickman. One item. There were five different items on the 
invitation which every man received. The award was made for that 
particular item. 

Mr. Berman. There were no qualifications in your bid? 

Mr. Buickman. No, sir. 

Mr. Berman. That second price that you mentioned, the higher 
price that Bay State received, that was also a competitive bid? 

Mr. Buckman. Yes. He put it in the regular way. He happened 
to be the second highest bidder. We were lowest and he was next. 
That award was given to him at a time he was in default of the award 
made of the February 13 contract. 

Mr. Moutrer. One other thing. I think we want this clear on the 
record. These were advertised bids, not negotiated bids. 

Mr. Buicxman. That is right. They were sealed bids opened on a 
certain hour at a certain day, open to the public to attend the opening, 
which I attended in each case. 

Colonel Puuiers. I wondered if there were f. o. b. destination or 

lant. 
. Mr. Buicxman. F-. o. b. destination. In other words, the prices were 
broken down. I think I know what you are driving at on it. To the 
Government the lowest price, no matter which way they figured it out, 
was as submitted by Advanced Can Co. in this particular case or Bay 
State in the previous case. 

Colonel Pruiuirrs. May I ask you once more the number of the 
invitation? Was it 6575-O-B, the one in question, June 4? 

Mr. Buckman. There are two in question. 

Colonel Puixiers. Could I have both ? 

Mr. Brickman. One I waived aside because SDPA had not yet had 
their contract with the Navy, but so long as I am trying to function 
with the SDPA, if they are going to get any power from the Govern- 
ment, I want to work with them, so I am talking about the one where 
they had the contract and still they had no attention paid to them. 

Mr. Mutrer. This committee is interested in a little more than just 
the cooperation that these agencies may give you in the future. We 
want to know what happened and why it happened as to both of these 
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contracts. Therefore we would like to have you give to Colonel 
Philipps again the identification of both contracts, so we can get a 
oe ete report. 

r. Brickman. February 13 invitation 5784-O-B. Item 4 is the 
one in question on that one. 

On June 4 invitation No. 6575-O-B, and item 2 is the one in question. 

Colonel Pamires. Thank you. 

Mr. Crrron. To clear up one point, when Mr. Blickman says the 
first contract was before we had our contract with the Navy, what 
he means to infer is before SDPA put in its practice of a certificate 
of competency. We didn’t do that back in February 12. The New 
York regional office opened on February 1. We did all in our power 
to inform Washington about what was going on. It wasn’t until the 
second contract in question that we had the power to give a certificate 
of competency, which unfortunately in Mr. Blickman’s case, as he will 
tell you in the very sad ending in this case, was not in time. 

r. Datmas. One point about this matter of transportation. 
Whether it was f. o. b. plant or f. o. b. destination, the armed services 
have assured us many times that, regardless of how that bid would 
read, the matter of delivery to the first stop is always taken into 
consideration in making an award. 

Mr. Buckman. You are correct. 

Lieutenant Tomasuorr. May I inquire of Mr. Blickman, you men- 
tioned that this Bay State was in default. Was that a technical default 
or was there an actual notice of default sent to that company ? 

Mr. Buckman. I don’t know the actions of the Government agency. 
We know the contract calls for delivery beginning with a certain time, 
and I also know that the machinery for the manufacture of that 
item has not yet today been delivered. 

Lieutenant Tomasnorr. They might have been delinquent 

Mr. Buicxman. I meant delinquent. 

I might also call attention to the fact, gentlemen, talking about 
this machinery not yet having been delivered and therefore they 
cannot deliver on the contract, that the machinery was being fur- 
nished to Bay State Steel Co. by the R & S Machinery Co., in New York 
City, which also owns the Melvina Co., in Maspeth, Long Island. 
Melvina Can Co., if you will study the records, you will find has a 
very large percentage of ordnance, Navy ordnance contracts. 

My attention has been called by various people that so long as they 
are filled up with all that they are able to do, they will find somebody 
to whom they can sell some machinery and a worth-while item who 
will get those contracts, as was indicated by this situation right 
here now. 

Unfortunately or maybe fortunately Advanced Can hasn’t pur- 
chased any machinery from the R & S Machinery Co. There is no 
definite accusation being made there, but there is food for thought 
in that situation. 

Mr. Murer. There is a coincidence of fact, at least. 

Mr. Buickman. Not being a lawyer, I cannot name it that way. 

So, gentlemen, to continue with the second contract which I was 
so anxiously looking for and was so badly in need of, after finding 
that the Small Defense Plants Administration seemed to be falling 
down on its ability to aid the Advanced Can Co. on this contract, 
went to the contracting officer at the Ordnance, Navy Ordnance 
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Division, who after a little squabble said, “All right, you get a certifi- 
cate of competency and we will give you the contract.” 

When I say “squabble,” gentlemen, I think I need not fear men- 
tioning the squabble. When I saw the way this thing was going on 
and how it was being handled, I did what I think the average citizen 
would do. He went to his Congressman who happened to be Chris 
McGrath, of the Bronx. I laid the case before Congressman McGrath, 
who, in turn, did whatever was necessary for him to do. I do not 
know his duties. However, I understand there is a liaison officer 
between the Capitol and the Navy division. 

The contracting officer received a letter from the liaison officer ask- 
ing for an explanation of the situation, mentioning Congressman Mc- 
Grath’s name, that he was interested in the thing, and he was the one 
raising the question. The contracting officer had told me that he was 
not going to be bulldozed by my Congressman into placing any con- 
tract. 

I got up on my hind legs and said to him that nobody was trying to 
bulldoze any officer, that this was in the course of the work of any 
citizen who feels he is not getting the right treatment, and that I 
went to the Congressman and looked for aid in this thing. 

I told him, “If you now feel that you are being bulldozed by the 
Congressman, please accept my apologies. It was not meant that 


way.” 

So it was left that if I get a certificate of competency, I will get the 
contract. 

Back to the SDPA I go. We put the thing in work again. I was 
told that they would get busy on the paper work, and so on, and so 
on, and so on. 

One Friday afternoon at a quarter to 5 I received a telephone call 
from the machinery man who said that SDPA in Washington had 
phoned him again asking whether there was an option held by Ad- 
vanced Can Co. on the machinery in question and whether he had the 
machinery. This machinery man said, “Yes; we have the machinery. 
They have an option. You already have a letter from us stating so. 
And you have a telegram stating so also.” 

SDPA further told the machinery man to contact me, that they 
want the papers in Washington on Monday morning wherein I had 
showed them the papers when I was down there, offered to leave them 
there and they said it wasn’t necessary. Those are the papers referred 
to by Mr. Citron and Mr. Erickson. They were papers from the bank 
and from a factoring company, two factoring companies advising 
the Government agency that they stand behind it financially to the 
extent of $50,000 each. 

Five minutes later I telephoned Washington and tried to get the 
finance officer on the phone and was unable to do it. I had the pleasure 
of talking to Mr. Rosenthal, who happens to be present in the room. 
He was very indignant at the fact that they did not call us directly 
to advise us but gave it to us through another source on a Friday 
afternoon at a quarter to 5. 

Being afraid to trust the mails, gentlemen—and I have had some 
trouble with mails getting lost in Now York—— 

Mr. Mutter. Strange. 

Mr. Buickman. You know the situation. I hopped on a train Sun- 
day night and Monday morning I was there with the papers. I tele- 
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honed the finance officer before coming over that I was in town, that 
had the papers ready to submit to him. 

He told me the contract had been placed. I hung up on him and 
called the office back again and talked to the chief engineer again of 
SDPA, and he said the contract had not been placed. He told me to 
hop over there right away. 

Staying at the Washington Hotel, which is only around the corner, 
I was there in less than 5 minutes. A conference was held at that time, 
when I got there. I had assumed that I was going to see the chief 
engineer only. Instead it now got to a point where they began to 
feel ashamed of themselves, so they called a conference at which I 
attended. It consisted of Mr. McHaney, who was the chief counsel at 
that time; Mr. Stinson, the chief engineer; Mr. Lewis, the finance 
officer; Mr. Dyas, Mr. Lewis’ superior, and myself. 

We went over this whole thing again, as I have described it to you 
gentlemen, up to that point, and Mr. McHaney gave the decision to 
check the thing again and, if it was all right, to give him a certificate 
of competency ; if not, no certificate. 

I said, “Fine.” 

The conference was over at 10:20 a.m. 1 waited downstairs, At 
noontime Mr. Stinson was leaving for lunch and I stopped him and 
stated, “Mr. Stinson, this is all very nice, having you fellows trying 
to do this, but if the contract is gone before you finish, what is the good 
of our killing time and wasting money ¢” 

“No, they will hold this contract until they get word from us.” 

That was fine. I sat right there and didn’t go to lunch. 

At 3 o’clock in the afternoon the finance officer invited me up to 
his office and upon entering the first thing he said to me was, “I am 
sorry, Mr. Blickman, but the contract has been placed.” 

The contracting officer could not hold it any longer, this being the 
last day of the fiscal year. That was what he told me. 

I said, “Well, you were determined about this thing 2 months ago 
and you eventually had your way; however, having spent so much 
money and so much time, I think the least 1 can ask for is the certi- 
ficate of competency if we did rate it.” 

“Oh, yes, I have it ready. I called the contracting officer and he 
said he couldn’t hold it any longer.” 

So I said, “Let me have this piece of paper for the record so I don’t 
go back home to my suppliers and machinery fellows and look like a 
heel, that the Government feels we do not rate enough.” 

He was kind enough to give me the certificate of competency. 
Before handing it to me, he gave it to the girl to revise the date on it 
from June 26 to June 30, That means this thing was prepared and 
ready for General Taylor’s signature on June 26. Why it was held 
up until the 30, I cannot say. 

Talking to Mr. Rosenthal this morning again-about this thing, Mr. 
Rosenthal said the procedure there is to prepare these things in advance 
and have them ready for the general’s signature. But I do not believe 
that any Government agency will prepare a document of that kind 4 
days prior unless they ‘had sufficient evidence that the company is 
going to rate this. If they do, I say, “How come?” 

Why does the Government spend this kind of money for things that 
may not happen ? 


86267—-52——pt. 4 29 
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Mr. Mourer. What was the actual date on which the contract was 
awarded ¢ 

Mr. Buckman. I couldn’t tell you except unofficially that after I 
left the finance officer with this thing, I went back again to Congress- 
man McGrath, who was very much interested in this situation, and 
he in turn turned me over to the liaison officer who in turn called 
the contracting officer at the Ordnance Division, and this was the 
story the liaison officer received. 

is contract was placed at 11 a. m. on June 30 with the Bay State 
Steel Co. after Mr. Lewis, the finance officer of SDPA, had advised 
him at 10:20 a. m. that he does not think that we have a likelihood of 
receiving the certificate of competency. 

Gentlemen, I want you to recall that this meeting or this conference 
that I had was over at 10: 20 a. m., which means that he went directly 
to the telephone and called these fellows and did not follow the 
instructions of Mr. McHaney to check into this thing and see if he 
deserves it. If he deserves it, give it to him. If he doesn’t, say so. 

Mr. Mansrrevp. What has happened since June 30? 

Mr. Buickman. Nothing, with the exception of this letter I had 
read to you by the chairman, that I sent to Mr. Courtney of the Armed 
Services Committee. 

Mr. Mansrtexp. I think Mr. Blickman has presented a very interest- 
ing case before us, and I suggest that this is a case for the committee 
to investigate personally. ‘There are a lot of questions raised in his 
testimony and somebody has been fooling somebody. I think we had 
better get to the bottom of it and just see what it is all about. 

Mr. Mutter. I am in complete agreement with you, Congressman 
Mansfield. I just want to say this to Mr. Blickman. 

As indicated by Mr. Mansfield, Mr. Blickman, we will go into the 
matter very carefully. I am sure within the next very few days 
Colonel Philipps will have a complete report on the matter for ‘the 
committee and we will follow it up and completely investigate the 
entire matter. 

Mr. Buckman. Thank you. I can ask for no more. 

Mr. Datmas. There is also a matter there, Mr. Chairman, that Mr. 
Mansfield mentioned that has to do with SDPA’s Washington office. 

- Mansrrevp. Yes; thatis right. The whole thing will be investi- 
gated. 

Mr. Mutter. I am sure that Mr. Rosenthal will prepare for us and 
get to us a report on the matter insofar as it affects SDPA. 

Mr. Rosentuat. Yes. 

Mr. Buicxman. Hearing our story, I think you can appreciate why 
we so strongly recommended that the regional offices be given more 

ower, because they are on the ground. They see what is going on. 
hey do not have to go by some written order that doesn’t look right 
or some influence in séme other sources. 

Mr. Moutrer. Thank you very much, Mr. Blickman. We are happy’ 
you called the matter to our attention. We are not happy with the 
subject matter, but we will inquire into the matter thoroughly. 

Mr. Brickman. If you do not get it, you cannot create it. 

(See Ds 3279-3285 for report submitted. ) 

Mr. Mutter. There were several other witnesses whose names were 
— earlier in the afternoon who had not returned. Are they here 
now 
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Mr. Henry Allen? 

(No response. 

Mr. Muurer. Mr. B. Aslanian, Lion Cleaners? 

No response. ) 

Mr Motrer. Mr. Sorenson? 

(No response. ) 

Mr. Mutrer. That concludes the names of the witnesses that were 
given to us in advance. Is there anyone else in the room who wants 
to be heard? é 

Any representative of small business or any small business asso- 
ciation or chamber of commerce? 

Mr. Bureer. I would like to make this observation: I have been 
around these hearings for 10 years or more and your executive di- 
rector, Mr. Dalmas, asked me to attend this hearing. I will say sin- 
cerely—and I do not say these things very often—that I think this is 
one of the most interesting meetings I have attended in many, many 
years of the Small Business Committee. I think it is a very produc- 
tive hearing. 

Mr. Mutter. Thank you, Mr. Burger. 

Is there any representative of the Government agencies present who 
cares to contribute anything to this meeting at this time! 

Mr. Crrron. Mr. Chairman, I just wanted to state that we wanted 
to thank you all for coming into this region and we feel the way the 
hearing was handled it was very instructive, not only to all those small 
businesses, but also to SDPA both at the regional level and at the 
Washington level. While everything hasn’t been complimentary, I 
think that everything certainly was done in the best interests of the 
small-business man and, if it had not been for committee such as the 
House committee, I do not think SDPA ever would have come into 
existence. 

Mr. Datmas. Mr. Chairman, I would like to have inserted in the 
record statements that have been received by the SDPA regarding 
their assistance to small business. 

Mr. Murer. Yes. I think that is good suggestion. 

(See pp. 3285-3291 for statements.) 

Mr. Motrer. The committee wishes to say it was very happy to have 
the occasion of coming here. It wants to thank everyone present for 
their very fine cooperation. 

If there is nothing further for our attention now, this hearing will 
be closed, and we will say good afternoon. 

(Whereupon, at 3:50 p. m., the subcommittee adjourned.) 

(Supplemental statements are as follows :) 


SMALL Derense PLANTS ADMINISTRATION, 


Washington 25, D. C., October 2, 1952. 
Mr. Victor P. DaLMAS, 


Executive Director, Select Committee on Small Business, 
House of Representatives, Washington, 25, D. C. 

Dear Mr. Datmas: At the hearings conducted by Subcommittee No. 1 of the 
House Select Committee on Small Business, in Boston on August 26 and in New 
York on August 28, our representatives were requested to obtain for the com- 
mittee information with respect to the following matters: 

1. The distribution of employment within the Small Defense Plant Admini- 


stration and the functions for which each of the organizational units is 
responsibile. 
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2. The justifications, in terms of SDPA’s loan policy, for its recommendations 
to the Reconstruction Finance Corporation of loans to the General Laundry & 
Dry Cleaning Co., the Pacific Tile & Porcelain Co., and the Polson Lumber Co. 

3. Provisions of law protecting prime and subcontractors who performed just 
over $250,000 worth of renegotiable business in a fiscal year from being required 
to return, through renegotiation, more than the amount by which such business 
exceeds $250,000. 

4. The events leading up to the issuance of a certificate of competency to the 
Advanced Can Co. of New York City. 

The requested information as to the above subjects is attached hereto. 

In addition, as soon as some definitive results are reached in connection with 
the certificate of competency issued by SDPA to the Johnson Arms Co., Provi- 
dence, R. L, we will communicate them to you. 

Sincerely yours, 
JoHn E, Horne, Administrator. 


1. THe DISTRIBUTION OF EMPLOYMENT WITHIN THE SMALL DEFENSE PLANTS 
ADMINISTRATION AND THE FUNCTIONS FOR WHICH EACH OF THE ORGANIZATIONAL 
Units Is RESPONSIBLE 


The following table summarize employment in the Washington and field offices 
as of September 23, 1952, and it also reflects the authorized employment as of 
September 30, 1952, based on the number of positions which have been approved. 
As you will note from this table, actual employment as of September 23 shows that 
the number of employees in the Washington office slightly exceeds the number 
in the field offices; however, the anthorized employment provides for a con- 
siderably larger staff in the field than in the Washington office. 


Employment status Sept. 23, 1952 i 
mployment status Sept. 23, 1 Authorized 
ee as nea oe ———--—--—--—-| employment 





. Actions in beseah as of Sept. 30, 
Appointed process | Total 1952 

We Ot a AS BE aor aD SUENoaerery: cnerpentna sg te ES MR teal Po el Rs a MD 

Washington office 193 | 4] 197 220 
Field: : | | 

Regional offices J : sdahel 147 | 11 158 174 

Procurement centers Scalia 38 8 au 97 

oe ae eee eee ie CEE Ae: 185 | 19 204 ql 

Grand total. (.. 378 23 401 491 


As you will note from the above, approximately 45 percent of the total author- 
ized employment of the agency as of September 30 will be in the Washington office. 
While this may appear to be a rather high ratio for a central office, it is neces- 
sitated by a number of factors. : 

For example, since this is an extremely small agency, it has been found more 
economical to concentrate certain operations in one office rather than attempt to 
decentralize them to the field. In this connection, I have particular reference 
to such essential operations as personnel, payrolling, voucher examination, com- 
pliance, security, legal, purchasing of supplies and equipment, economic analysis, 
information, and other similar types of administrative and advisory functions. 
An examination of the size of staff in the offices administering these functions 
will make apparent the fact that such functions could not be performed as 
economically if an attempt were made to provide comparable services in each 
of the 13 regions. 

In addition, certain of the program and operating functions must be performed 
in Washington because of the type of operation involved. I have particular 
reference to such work as providing protection to small business in the allocation 
of materials and in tax amortization, where the real benefits to small business 
accrue from our active participation in the deliberations of the many committees 
in the National Production Authority. This is likewise true of other forms of 
negotiation with other Government agencies, particularly our efforts to persuade 
the military to develop procedures which will give small business a fairer share 
of defense contracts. Further, the development of policy and procedures with 
respect to each of the programs and supervision and guidance of the field organ- 
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ization in the performance of the respective programs are functions which must 
be performed centrally. 

I should like to point out also that the organization in Washington is essen- 
tially a basic organization which will not be influenced to any great extent by 
changes in the volume of field activities or in the size of the field organization. 
In other words, an increase in size of the field staff would affect mainly such 
operations as payrolling, vouchering, and procurement. As an indication of this 
fact, the budget estimate for the fiscal year 1953 requested funds for an increase 
in personnel of 79; an increase of only 1 position was requested in Washington, 
the remaining 78 positions being in the field 

For your detailed consideration there is attached a brief statement which 
outlines the major functions for which each of the Washington offices is respon- 
sible and the actual employment as of September 23, 1952 

In summary, it has been and will continue to be the policy of SDPA to hold 
the Washington office to the smallest possible size in order that every possible 
dollar may be made available for our operations in the field in both our regional 
offices and the procurement centers. 


Summary statement of funetions and employment as of Sept. 23, 1952, of the 
Washington office 
ictual 
permanent 
employment 


Office of the Administrator: Determines and directs the programs and 


policies of the Administration... ...-..__-_-__- os 6 
Office of Deputy Administrator(s) : Assists the “Administrator in the ex- 
ecution of the functions vested in the Administration _———-~ 2 


(Office of the Assistant Administrator for Program Coordin: ition and Ad- 
ministration: Advises the Administrator and consults with operating 
officials on the serene of basic policies, programs, plans, and 


procedures ‘SP PEES. ee EEE a Tae paiaittcilitiiles tenn 2 
Office of Compliance and Security : Direc ts and administers compliance, 
investigation, security, and loyalty programs for the Administration__- 5D 


Office of the General Counsel: Consults and advises with all SDPA offices 
and divisions on all legal matters involving the Administration __ 

Office of Budget and Finance: Directs budget, finance, and accounting pro- 
grams of the Administration _____ win Cr 14 

Office of Personnei: Directs and coordinates the planning. development, 
and execution of personnel management programs for the Administration, 
including employment and employee utilization, position classification, 


training, and employee relations__— itn 11 
Office of Information: Directs and coordin: ites information activities per- 
taining to programs of the Administration_- on 11 


Office of Organization and Management: Directs organization and manage- 
ment programs involving management analyses of operations, methods, 
and techniques, work flow between offices, and issues oot man- 


uals and instructions on Administration programs 4 5 
Office of Field Operations: Renders administrative supervision, guidance, 
and direction to the regional offices sa i ; “ i 9 


Office of Administrative Services: Directs the administrative service pro- 
grams, including records management, communications, mail and 
messenger service, reproduction and distribution, space and property 
procurement, and property management bie . 24 

Office of Contract Procurement: Directs the development of proe urement 
programs intended to obtain a fair share of prime and subcontracts for 
small-business concerns, and administers the joint determination pro- 
gram in connection therewith; supervises the work of SDPA representa- 


Gree te pecrmrement arenenne es ss a a es 24 
Office of Prime Contract Operations : Directs the deyelopment and exec u- 

tion of prime contracts taken by the Administration________~ : 0 
Office of Materials and Equipment: Directs the materials, equipment and 

facilities assistance programs of the Administration _____ — 22 


Office of Loans: Directs and administers the execution of financ cial assist- 
ance policies and programs, recommends loans to the Reconstruction 
Finance Corporation, and recommends to the Administrator the 
issuance of a certificate of competency as to credit for any small-business 
concern_____- wo tiananig-snghensistveip day etcetera tees VOEEOS SRG: SOE BE TEE ote 17 
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Summary statement of functions and employment as of Sept. 23, 1952, of the 


Washington ofice—Continued 
ing Actual . 
employment 
Office of Programs and Economic Analysis: Formulates and directs the 
economic analysis and economic planning for the Administration__.___ 11 


Office of Production and Management Assistance: Directs the development 
of programs and policies concerned with technical, managerial and engi- 
neering assistance and advice to small-business concerns__...___..___- 20 

Congressional liaison: Assists the Members of Congress in their contacts 
with the Administration, and serves as the central point within the 
Administration for the handling of congressional mail and congres- 
sional telephone calBl....6- i ei ee ae 


OCT bb i enka ub Rn cork dae i ee ri 193. 





2. JUSTIFICATION Or CERTAIN LOANS 
A. GENERAL LAUNDRY & DRY CLEANING ©O. 


This company is one of the two companies performing comprehensive in- 
dustrial textile maintenance services in the entire Columbus and central Ohio 
area. It is the only company in this area which can do industrial dry clean- 
ing as well as laundering. The present management took over in 1950 and con- 
verted the plant and its personnel from a family laundry into an industrial 
laundry, at a cost in excess of $159,000. The plant is now in full operation with 
an impressive and increasing list of industrial customers. The area served by 
this company is highly industrialized and has increased its facilities since 
Korea. 

The nature and extent of this company’s operations include the dry cleaning, 
laundering and repairing of industrial uniforms and safety aprons, laundering 
of all grades and types of wiping materials, dry cleaning of asbestos safety 
gloves, welders’ horsehide protective aprons and sheepskin buffing pads, special 
laundering of nylon flying suits and helmets, rubber boots, and plastic shop 
aprons. The company needed additional working capital to complete the de- 
velopment of a special type adhesive suitable for patching leather gloves and 
other protective garments made of split horsehide. All of these services are 
essential to industrial operations, particularly to small-business concerns which 
cannot afford to perform such services themselves. 

This loan was recommended by SDPA because this company is a small-business 
concern performing services which are essential to its industrial community 
and particularly to other small business concerns in this area. 


B. PACIFIC TILE & PORCELAIN CO. 


This company manufactures glazed ceramic wall and floor tile used in the 
construction of homes, hospitals, tunnels, and industrial sanitary facilities. In 
order to increase its sales the company has arranged for distribution of its 
products in San Francisco and Sacramento, Calif., and has its own warehouse 
and sales room in Houston, Tex. The increased sales have made it necessary 
for a larger inventory to be maintained. In addition the company recently has 
developed an exclusive, inexpensive process for producing certain types of tile 
of a superior quality, at a cost well below that otherwise obtainable. It is ex- 
pected that this tile will be marketed nationally and that a substantial inventory, 
therefore, will have to be kept on hand. It is also considered likely that the end 
of regulation X, placing restrictions on mortgage credit, will increase building 
and the demand for tile. 

All of these factors have operated to put a severe strain on working capital. 
Therefore, SDPA recommended the loan with a 50 percent participation from 
the Hollywood State Bank, Hollywood, Calif. 


Cc. POLSON LUMBER CO. 


This company’s mill is the main support of the town of Polson, Mont., and 
the surrounding community—a complete unit lumber mill equipped with a hand 
saw, gang saw, slicer, planer, storage sheds, and a dry kiln. With this equip- 
ment the company is able to completely process lumber from the tree ‘stage to 
the finished product. The company presently obtains most of its logs from 
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United States Indian Service lands. The Indian Service requires payment in 
advance and the company keeps a $5,000 deposit with them at all times. Should 
it become necessary for the Indian Service to market its logs elsewhere it can 
be expected that they would receive less for them since there is no other mill 
in the vicinity. The Northern Pacific Railroad, which owns most of the timber 
land in the district, has assured applicant that it will receive all of the railroad’s 
timber requirements. 

A combination of an unusually severe winter and the withdrawal of logs 
from the market until price ceilings were known, resulted in the company being 
forced to operate on a reduced schedule. Working capital was reduced and 
the company was unable to acquire a log inventory for its current production, 
This loan enabled the acquisition of the necessary inventory to keep the mill 
i and permit next year’s operations to begin six weeks earlier than 
usual. 

The Security State Bank of Polson, Mont., agreed to participate in this loan. 


3. Provisions or LAW ProTecTING PRIME AND SUBCONTRACTORS WHO PERFORM JUST 
Over $250,000 WorrHh or RENEGOTIABLE BUSINESS IN A FiscaL YEAR From BEING 
Required To Return, THrovuen Renecoriation, More THAN THE AMOUNT BY 
WHicH Sucu Business Exceeds $250,000 


The above question, which was raised by Mr. Conrad Corsini, a member of the 
regional advisory board for region 2, and a witness in the New York hearings of 
Subcommittee No. 1, was looked into by our legal staff. A copy of the letter sent 
to Mr. Corsini follows. In addition, in accordance with the suggestion made by 
Congressman Multer at the hearings, a memorandum was sent by our general 
counsel to all of our regional offices apprising them of this provision of law. 


SEPTEMBER 15, 1952. 
Mr. CONRAD CORSINT, 
President, Independence Engineering Co., Inc., 
Paterson, N. J. 

Dear MR. Corstnrt: You may recall that at the hearings of the subcommittee 
of the House Small Business Committee in New York City on August 28 you 
raised the question of whether small business concerns might not be deterred 
from taking more than $250,000 worth of defense prime and subcontracts because 
of fear of renegotiation. At that time, I mentioned that I believed that the law 
provided that a contractor would not be renegotiated below the $250,000 mark. 
You may be interested, in this connection, in the following quotation from section 
105 (f) (1) of the Renegotiation Act of 1951 (50 U.S. C. App. 1215 (f) (1)): 

“.. If the aggregate of such amounts received or accrued during the fiscal 
year under such contracts and subcontracts is more than $250,000, no determina- 
tion of excessive profits to be eliminated for such year with respect to such 
contracts and subcontracts shall be in an amount greater than the amount by 
which such aggregate exceeds $250,000.” 

In other words, a contractor who does $260,000 worth of business and has 
profits which could be deemed by the renegotiation board as excessive in the 
amount of, sxy, $30,000, will nevertheless have to refund to the Government only 
$10,000. This ceiling on the possible amount to be refunded may serve to persuade 
contractors that it is worth their while to continue to seek defense business 
in as large an amount as they can profitably handle. 

Sincerely yours, 
Awvsert J, ROSENTHAL, 
General Counsel. 


4. Tue Events Leapine UP To THE ISSUANCE OF A CERTIFICATE OF COMPETENCY TO 
THE ADVANCED CAN Co. oF New YorxK City 


The following information is submitted as a reply to and an explanation of 
the statement of Mr. Louis M. Blickman, president of the Advanced Can Co. of 
New York, made before Subcommittee No. 1 of your committee on August 28. 
1952, during the hearings held in New York City. The gist of Mr. Blickman’s 
remarks was that he had applied to SDPA for a certificate of competency which, 
after much delay on our part, had been issued only after the contract in which 
his firm was interested had been awarded to another company. 

While it is true that a certificate of competency was issued the firm at about 
8 p. m. on June 30 and that, without our being aware of it, the contract had been 
awarded to another small firm several hours earlier, we do not feel that this 
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Administration was principally responsible for the delay which permitted the 
award of the contract to a firm other than Mr. Blickman’s. 

Before the opening of bids pursuant to the Navy’s Invitation for Bids 6575-0-B, 
our New York Office inspected Mr. Blickman’s plant. Certain inadequacies Were 
noted at that time. Following the bid opening on June 4, Mr. Blickman requested 
us to issue a certificate of competency, his request being received on June 10. 
On June 11 Mr. McQuillan, our New York regional office engineer most experi- 
enced in production facilities of the type employed by Mr. Blickman, made a 
thorough survey of Mr. Blickman’s plant. Mr. McQuillan concluded that certain 
deficiencies had to be remedied before a certificate of competency could be issued 
so far as production ability was concerned. The most serious of these pertained 
to additional plant space and certain additional tools needed for the particular 
contract which Mr. Blickman desired to obtain. Mr. Blickman was informed of 
the steps he would have to take before a certificate of competency could be issued 
in this respect. Yet on June 24 when Mr. Blickman visited our engineering 
services division in Washington, he had not yet corrected these conditions. 
Later that day we did receive wires from the Acme Can Machinery Corp. stating 
simply that it had equipment for fuse containers for the Advanced Can Co., and 
from the company itself stating that it had additional adequate space for use in 
producing under the contract. 

There Was also a question as to financial ability to be resolved. It was clear 
that the Advanced Can Co. would necessarily have to secure additional working 
capital for the processing of the contract in question. A letter was submitted 
from the Merchants Bank of New York stating that it had currently made 
available to the Advanced Can Co. a line of credit of up to $40,000 against 
accounts receivable and $20,000 against inventory of tinplate, and rather vague 
letters were received from the Eagle Factors Corp. and from E. 8. Birn Co. 
(neither company mentioned the extent to which it would be willing to finance 
the Advanced Can Co.). 

A certificate of competency was drafted and typed up on Friday, June 27, so 
that it would be ready for submission to the Administrator for signature if and 
when all appropriate members of the staff were satisfied as to the applicant’s 
capacity and credit. Mr. McHaney, the then general counsel, reviewed the entire 
file that day and was unwilling to recommend to the Administrator that he sign 
the certificate on the basis of telegrams, without certain knowledge that the 
company had arranged for the space and machines it needed. Mr. Blickman was 
telephoned, informed of the additional evidence deemed necessary before the 
certificate could be approved, and asked if he could get such evidence to our 
Washington office at the start of business Monday, June 30. He replied that he 
would bring it down himself, which he did. 

Also on Monday morning, a letter was finally received from the Acme Can 
Machinery Corp. confirming the fact that it had suitable machinery available for 
the use of the Advanced Can Co. A conference was held with Mr. Blickman at 
which he convinced Mr. McHaney that the additional space needed was available 
in the vicinity of his plant. The Merchants Bank was then contacted in regard 
to the present status of the line of credit it had extended to the company. It 
was ascertained at that time that the bank had already advanced $60,041, $41 
more than the bank had indicated it was willing to lend. This was our first indi- 
eation that the company’s most favorable source of credit had already been 
exhausted. Although Mr. Blickman left the conference at approximately 10: 20 
a. m., it was far from over and the advisability of issuing a certificate of com- 
petency was considered thoroughly in the light of this new factor. Therefore, it 
was not until the afternoon that the staff members concerned were able to reach, 
somewhat reluctantly, the conclusion that, on balance, the certificate could 
properly be issued despite the remaining unfavorable factors in the case. 

Meanwhile, Mr. Lewis of our loans office had called the Navy contracting officer 
at approximately 10:30 Friday morning, requesting him to hold up award until 
final action was taken by this Administration on the certificate of competency. 
Mr. Lewis made no statement to the effect that the Advanced Can Co. was not 
likely to receive the certificate. As this was the last day of the fiscal year, the 
contracting officer waited only until about noon before he awarded the contract 
to another company. 

The interval of time between the request for the certificate of competency and 
the issuance of the certificate was longer than is usual in these cases due to the 
complications recited above which grew in part out of Mr. Blickman’s weak 
financial condition as well as his facilities status, but particularly out of Mr. 
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Blickman’s lack of complete candor with us. The week of June 23-30 was one 
in which we encountered an extraordinary workload of applications for certifi- 
cates of competency. This was the result of the understandable desire of military 
contracting officers to commit fiscal 1952 funds by June 30. Of the 33 certificates 
issued by SDPA through June 30, 10 were issued during that week, 4 of them on 
the last day, and several other applications were rejected. Of necessity, our 
staff could not devote its full time to Mr. Blickman. If he had secured for us 
more promptly, and in full, the information we requested, the staff discussions 
held on Monday, June 30, could have been completed the previous week. 

Mr. Blickman’s failure to be completely open with us, moreover, necessitated 
a redetermination of his financial capabilities, which caused a further delay until 
Monday afternoon. The phone call to the Merchants Bank was not made until 
Monday, as we were perfectly willing to accept its letter stating that a $60,000 
line of credit had been established until it became apparent that Mr. Blickman 
was being vague in his answers to Mr. McHaney on related questions. 

Certificates of competency require the military departments to award contracts 
to those firms we certify; therefore, they are not issued without full investiga- 
tion of all the facts and correction of inadequacies which might prejudice the 
chances of successful performance and thus occasion loss to the Government. 
In order to prevent the military departments from losing confidence in our 
certificates, we must proceed with caution, feeling certain in our own minds that 
the company possesses genuine competence to perform satisfactorily, financially, 
and productionwise, and to meet schedules. Mr. Blickman himself had not taken 
steps to assure us that additional plant space, machinery, and credit were avail- 
able until too late for the certificate to be of use. 


STATEMENTS FROM REGION I, SMALL DEFENSE PLANTS ADMINISTRATION 


A. T. Beaton Co., 
Sutton, Mass., May 8, 1952. 
Mr. WARREN Harris, 
Defense Plants Administration, Washington, D. C. 

Dear WARREN: I have received a notice from the NPA that my allocation of 
aluminum foil has been reinstated. It is needless to say that this is of great 
importance to me, as without it, I would have been forced out of business. 

Your efforts in regaining this allocation for me are greatly appreciated. Al- 
though I am a small-business man, I realize more than ever before the impor- 
tance of having a man in our Government who is willing to devote his energy 
unselfishly to help a small-business man, as you have done. 

In closing let me say humbly, “Thank you for a job well done.” 

Very truly yours, 


THe NAUGATUCK VALLEY INDUSTRIAL CouNcIL, INC., 
Waterbury 20, Conn., November 28, 1951. 
Mr. BERNARD L. Stovan, 
Smatler Defense Plants Administration, Washington, D. C. 

Dear Bernie: Thanks, at least in part, for your efforts. I am happy to report 
that the Holgrath Co., of 215 Cherry Street, Waterbury, Conn., has secured the 
metals necessary to getting started in the business of manufacturing hypodermic 
needles. The Holgrath Co.’s request for metals allotments was granted in toto 
by the professionel equipment branch of NPA. I am sure that you will hear from 
Mr. August Flugrath, president of the Holgrath Co., relative to this matter. 

With regard to the Perm-O-Last Finishing Co., of 205 Cherry Street, Waterbury, 
Conn., a lesser measure of success was achieved. The Perm-O-Last Co.’s appeal 
for additional brass for the fourth quarter of 1951 was granted only in part. 
For this company to meet its break-even point on bottle caps during this period, 
it must have additional metal. We are therefore making application for an ad- 
ditional adjustment of 2,000 pounds of brass. I plan to talk with you about this 
while in Washington next week. 

Mr. Eyanson, president of our organization, and myself as counsel to the or- 
ganization, are very appreciative of the concrete assistance which you have ren- 
dered to us in cases such as the afore-mentioned, I have therefore taken the 
liberty of writing General Taylor as Administrator of the Smaller Defense Plants 
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Administration relative to what you have done. Enclosed herewith is a copy 
of my letter to General Taylor. 
With best wishes. 
Yours very truly, 
H. T. Krno, Jr., Counsel. 


H. L. Trmste, 
Brookline, Mass., August 2, 1952. 
Mr. Rozert C. OWENS, 
Assistant Chief, Contract and Procurement Division, 
Small Defense Plants Administration, Washington, D. C. 

Dear Mk. Owens: I very much appreciated having the chance to talk with 
you particularly so when you gave me time on that very hot afternoon. I was 
sorry also to have missed seeing Charles Swisher but perhaps the next time I 
am in Washington he will be in town. 

Other members of your organization that I was privileged to talk with were 
like yourself very helpful and I am sure that all parts of the Government en- 
gaged in defense work can benefit from the assistance that your agency can 
render them in the spread of contracts, 

As I told you, your regional director out in Chicago was most helpful to me 
in a contact with the Ordnance Ammunition Center at Joliet, Ill. 

baler Pony Washington again I shall look forward with pleasure to talking with 
you again, 


Very truly yours, 
H, L. Trrmsre. 


TELEMARK, INC., 
Stamford, Conn., August 5, 1952. 


Mr. CHARLES A. SWISHER, 
Small Defense Plants Administration, 
Washington, D. C. 
Dear Mr. SwisHer: I wish to thank you personally for the kind consideration 
given to me and to Telemark during the recent controversy of the interpretation 


of ODM-+4, 

Without your able assistance it would have been impossible to accomplish as 
much in favor of all small business. As a direct result of your efforts and others 
of various departments a serious conflict in policies was corrected, 

Enclosed are copies of letters written to Mr. Telford Taylor, Senator Blair 
Moody, and Congressman Albert P. Morano, thanking them for their cooperation 
in this case. I thought you might like these copies for your files. 


Yours very truly, 
Joun T. Dunne, Secretary-Treasurer,. 


NATIONAL Researcu Corp., 
Cambridge 42, Mass., June 6, 1952. 
SMALL DEFENSE PLANTS ADMINISTRATION, 
Washington 25, D. C. 


(Attention of Mr. C. O. Orne) 

Dear Mr. Orne: I am enclosing a copy of my “appeal” which I sent to Mr. 
Beshers and a copy of the letter addressed to Mr. Aimer in which I requested 
a supplementary allotment of carbon steel and copper for valves. 

Please accept the thanks of National Research Corp. for your services in our 
behalf. Mr. Trainer and I were pleased by our reception in Washington and 
by the high caliber of the officials to whom we talked. I am sure that our re- 
quest for additional valve materials will be granted. We received the im- 
pression that both Mr. Beshers and Mr. Anderson were very much interested in 
our products and would do their best to grant us the reduced number of product 
classifications we are seeking. 

It is nice to know that the SDPA is always ready to introduce us to the proper 
officials with whom to discuss our problems. Mr. Trainer and I hope to have 
an early opportunity to renew our pleasant acquaintance with you, though, of 
course, we obviously are not anxious to have problems arise of a nature which 
require your assistance. Should such problems arise, however, it is comforting 
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to know that you and the SDPA are anxious to help us. As a lifelong sailor 
i can appreciate the value of an anchor to windward. 
Please express our gratitude to Mr. Ducy. 


Sincerely yours, 
Gitpert KING, Jr., 


Assistant to the Treasurer. 


STATEMENTS FROM REGION II, SMALL DEFENSE PLANTS ADMINISTRATION 


C. D. Woop Evectric Co., 
Brooklyn, N. Y., February 14, 1952. 
SMALL DEFENSE PLANTS ADMINISTRATION, 
New York, N. Y. 
(Attention of Mr. Citron.) 

The writer wishes to thank you for the nice reception on his visit to 
your office, and also wishes to say that your main office in Washington was very 
helpful. 

I am writing you at this time to say that we are preparing the RFC forms 
USRB-146 and all the other data that is required. This is a big job and we hope 
to have it ready for presentation within 10 days. As soon as it has been filed 
with the RFC we will officially notify your office. 

Thanking you again for your kind cooperation, we remain, 


Very truly yours, 
C. D. Woon, Jr., Vice President. 


ATLAS Propucts, INC., 
Montclair, N. J., April 30, 1982. 
Mr. Sven ERICKSON, 
Small Defense Plants Administration, 
New York City, N. Y. 

Dear Mr. Ertckson: We want to thank you sincerely for your kind coopera- 
tion on my visit to your office the other day. We are acting on the suggestions 
you so kindly made and feel certain that the help and advice we received both 
from you and your coworkers will insure our success. 

If anything further should occur to you we should certainly appreciate hearing 
from you, and again, please accept our thanks for your courtesy. 

Very truly yours, 
Virei via W. Bosworrn. 


NORMANDY CONTAINER CorP., 
Brooklyn, N. Y., June 17, 1952. 
Mr. Wa. H. Barser, 
Small Defense Plants, 
New York, N. Y. 

DEAR Str: We wish to thank you for the fine manner in which you received 
the writer. 

We are manufacturers of corrugated shipping containers excepting “V"’ board 
boxes and can serve you at present for any Government necessities with prompt 
deliveries. 

Appreciating your cooperation, we remain 

Very truly yours, 
L. H. Steven, President. 


CaroLepD Co., INC., 
New York, N. Y., May 29, 1952. 
Mr. Svenp ERICHSEN, 
Regional Industrial Engineer, 
Small Defense Plants Administration, New York, N. Y. 

Dear Mr. Ertcusen: I want you to know that we appreciated your survey of 
our plant and were appreciative to your prompt response for assistance in 
obtaining consideration for us in negotiating for military c ntracts, particularly 
with the Army Air Forces, as well as with Navy and other agencies. 
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If there is any further information that you desire, we will, of course, be very 
glad to furnish the same, and I shall hope to talk to you again next week after 
you have had an opportunity to review’our matter. 

Sincerely yours, 
J. GERALD MAYER, Chairman of the Board. 


Concorp Suppiies & EqQuIireMENT CoRP., 
Brooklyn, N. Y., June 6, 1952. 
SMALL DEFENSE PLANTS ADMINISTRATION, 
New York, N. ¥. 
(Attention of Svend Ericksen. ) 
Dear Str: I wish to take this opportunity to thank you for the courteous 
interview that you granted me today. 
As indicated in our conversation, we are interested in furnishing items made 
of canvas and webbing to defense agencies. 
We are manufacturers of these items and have facilities to produce them in 
large quantities and in full compliance with specifications. 
You may be assured of our fullest cooperation at all times. 
Very truly yours, 
S. Jack Brant, Sales Manager. 


NEWARK Die Co., 
Vewark, N. J., June 12. 1952. 
Mr. Svenp ERICKSON, 
Small Defense Plants Administration, 
New York City, N. Y. 

Dear Mr. Ertcxkson: Thank you for the time given to me yesterday in discuss- 
ing the problem which we have with DPA in Washington regarding our certificate 
of necessity. 

As suggested we have already made contact with our Washington attorney who 
in turn will see Miss Betty Grant. 

Thank you for all you have done. 

Very truly yours, 
Istyn Tuomas, General Manager. 


Becker & Birz, 
Port Chester, N. Y., April 16, 1952. 
Gen. Tetrorp TAYLOR, 
Administrator, Small Defense Plants Administration, 
Washinaton 25, D. C. 

Dear GrneraL Taytor: Recently, on behalf of one of our clients, Emeco Por- 
celain Enamel Co., of Port Chester, N. Y., I had the occasion to request aid and 
assistance from your organization, and I discussed the matter with Mr. W. M. 
Ellsworth. 

For the record, I want you to know that Mr. Ellsworth understood Emco’s 
problem and with dispatch was of assistance to this small-business corporation. 
Under the circumstances, I did not want the opportunity to pass without your 
knowing of this splendid cooperation on the part of a member of your staff. 

Sincerely yours, 
RALPH E. Becker. 


CONSOLIDATED CAR-HEATING Co., INC., 
Albany 1, N. Y., May 28, 1952. 
Mr. Vicror H. Joyce, 
Office of Contract Procurement, 
Small Defense Plants Administration, 
Washington 25, D. C. 
Dear Mr. Joyce: Rogers, Slade & Hill have transmitted to us your letter to 
them dated May 14 with reference to possibility of our obtaining subcontract 
work. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 3289 


We greatly appreciate receiving your letter, together with the list of companies 
in the State of New York having subcontracts and prime contracts and wish to 
thank you for the interest you have taken in this matter. 

Very truly yours, 
G. E. Oaktey, Vice President. 


Piastic Woven Propucts, INc. 
Paterson 8, N. J., June 23, 1952. 
Subject: Contract No. QM-50—-280-52-1675 
Mr. JoHn W. GRACIK, 
Representative, Small Defense Plants Administration, 
New York Quartermaster Procurement Agency, 
New York, N.Y. 

Dear Mr. Gracrk: This will acknowledge and thank you for your cooperation 
in expediting the issuance of the Certificate of Competency from your Washington, 
D. C. office relative to the above subject contract. 

Your cooperation in this matter is very much appreciated and was an important 
factor in enabling us to secure a major portion of this purchase. Taking into 
account the time factor element involved, you, your New York office, and your 
Washington office, certainly should be commended for your expeditious and 
cooperative action. 

Very truly yours, 
C. G. Smiru, Vice President. 


McKENNA STEEL Co., 
Long Island, N. Y., August 1, 1952. 
Mr. Tev_rorp TAYLor, 
Administrator, Small Defense Plants Authority, 
Washington, D. C. 

Dear Mr. TAytor: The action which you and your organization spearheaded 
and whicb-resulted in steel distributors being granted 120 percent of their base 
period tonnage during these critical times is most sincerely appreciated—not 
only by our particular company but by every distributor in the country. 

It is especially gratifying to know that we have in your organization people 
aware of the essential service being performed by the steel warehouses in making 
ayailable to small manufacturers their requirements of steel. It is hoped that 
the steel end users, and particularly the smaller ones realize that without your 
successful action their warehouse sources of supply would have been entirely 
* inadequate. 

Again expressing our deep appreciation we would like to assure you that if 
in any way we can assist you in any of your future programs we will be most 
happy to do so. 

Sincerely, 
G. R. McKenna. 


Harry Harris & Co., 
Kearney, N. J., August 1, 1952. 
Mr. TeLFrorp TAYLOR, 
Administrator, 8S. D. P. A., Washington 25, D. OC. 

Dear Mr. Taytor: We wish to express our appreciation for the splendid work 
you and your department have done on behalf of the warehouses in obtaining 
for them 120 percent of their base quota. 

It certainly makes us feel good to know that there are people in Washington 
who are looking after the interest of us and other small companies. 

Again thanking you and hoping you will continue to be successful, we are 

Yours very truly, 


JeROME BE. Harris. 
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Fapricators Sree, & MANUFACTURING CorpP., 
New York, N. Y., August 1, 1952. 
SMALL DerENsE PLANTs ADMINISTRATION, 
Washington, D. C. 
(Attention of Mr. Telford Taylor.) 

GENTLEMEN : We were pleased to be informed that the NPA has issued Direc- 
tion No. 3 to Order M-6A which instructs producers to accept from distributors 
purchase orders of not less than 120 percent of the latter’s base period tonnage, in 
place of the 100 percent formerly provided. These orders are for September, 
October, and November delivery. 

We are taking this opportunity to pass along to your department our apprecia- 
tion for the good work you are doing in behalf of the small steel distributors 
such as ourselves here in New York. 

We certainly appreciate your efforts and hope that you have continued 
success. 


Very truly yours, 
J. W. Murray, 


Vice President and Sales Manager. 


Service Street Corp., 
New York, N. Y. August 4, 1952. 
SMALL DEFENSE PLANTS ADMINISTRATION, 
Materials Division, Washington, D. C. 
(Attention of Mr. Clement A. Ducy, Director Materials Division.) 
GENTLEMEN: We were certainly pleased to note from a recent article in the 
New York Times that the warehouse allotment for steel distributors is being 


increased to 120 percent. 

We were also particularly interested to learn that while the NPA was evidently 
planning to reduce the warehouse allotment from 100 to 80 percent of the base 
period, your organization was instrumental in having the warehouse allotment 
raised, and not lowered. 

Being a small warehouse it is good to know that there is one Government 
agency that is looking out for the interests of the little fellow, and we want 
you to know that your efforts are appreciated by little concerns like us. 


Yours very truly VE 
. V. HANSEN. 


HILLBuRN ELecTRONICS Propucts Co., 
Brooklyn 22, N. Y., July 31, 1952. 
SMALL DEFENSE PLANTS ADMINISTRATION, 
Washington 25, D. C. 

GENTLEMEN: Would you kindly forward your pamphlet on the procedure for 
selling to the Government defense program. 

May I also use this opportunity to express my warmest commendation on 
your aggressive, sincere, and result-producing administration on behalf of smalt 
business. I cannot recall any previous director who made such an effort and 
has accomplished so much in so short a time as you have. 


Very truly yours, 
B. 8S. GILMAN. 


KENMORE METALS CorP., 
Jersey City 2, N. J., June 25, 1952. 
SMALL Derense PLANTS ADMINISTRATION, 
Washington 25, D. C. 
(Attention: Mr. Richard C. Dyas, Acting Director, Office of Loans) 
GENTLEMEN : Thank you for your letter of June 17, 1952, and the interest you 


have displayed in our company. 
Since Mr. Kenmore talked with you, we have been advised that we will receive 


a favorable decision from the DPA on our application for a loan. 
Very truly yours, 
EB. A. Carson, 
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SHEmow Bronze Co., 
Brooklyn 11, N. Y., August 6, 1952. 
Mr. A. C. Fow er, 
Small Defense Plants Administration, 
New York 86, N. Y. 

Dear Mr. Fow er: This is a belated thank-you note for the fine cooperation 
shown by you and the Small Defense Plants Administration. 

As you well know we had reached a blank wall in our appeals to all branches 
of NPA. All letters and personal appeals both in New York City and Wash- 
ington, D. C., were of no avail, in granting us even the “small users” allotment 
of commercial bronze for the manufacture of our proprietary product. 

Naturally we approached your administration with tongue in cheek and a 
very skeptical attitude; we therefore, take this opportunity to apologize for our 
first impression and thank you for obtaining the necessary permission for our 
use of commercial bronze. 

Your prompt and direct action and that of Mr. J. M. Woodard of your Washing- 
ton office has saved us from going out of business. 

Many, many thanks, 

Very truly yours, 
FRANK MCLAUGHLIN. 
RUSSELL SHEIDOW. 

x 





